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In  the 


\\%txut  (Rtmxt  of  tbe  WLmtd  $Uti$f 

FOR  THE  DISTRICT  OF  NEW  JERSEY. 


Between 

United  States  of  America, 

Petitioner, 

AND 

United    States    Steel   Corporation, 
Carnegie  Steel  Company,  Federal 
Steel   Company,   American   Steel 
and  Wire  Company  of  New  Jersey, 
National  Tube  Company,  Shelby 
Steel    Tube   Company,   American 
Tin    Plate    Company,    American 
Sheet    and  Tin    Plate    Company, 
American  Bridge  Company,  Lake 
Superior  Consolidated  Iron  Mines, 
Union  Steel  Company,  H.  C.  Frick 
Coke    Company,    Clairton    Steel 
Company,    Tennessee    Coal,    Iron 
and     Railroad     Company,     Great 
Western   Mining   Company,   West 
Missabe  Land   Company,   Limited, 
Wright  Land  Company,  Limited, 
Davis    Land    Company,    Limited, 
Wells    Land    Company,    Limited, 
Stone    Land    Company,    Limited, 
Wabigon  Iron  Company,  Minosin 
Iron  Company,  Nibiwa  Iron  Com- 
pany,    Wenona     Iron     Company, 
Minawa  Iron   Company,   Leonard 
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Ikon    Mining    Company,    Arthur 
Iron   Mining   Company,  Fillmore 
Iron   Mining   Company,   Harrison 
Iron    Mining    Company,    Jackson 
Iron  Mining  Company,  Polk  Iron 
Mining  Company,  Tyler  Iron  Min- 
ing   Company,   Van    Buren    Iron 
Mining    Company,   and   Louis   W. 
Hill,  James  N.  Hill,  Walter  J. 
Hill,  Edward  T.  Nichols  and  J.  H. 
Gruber,  Trustees;  and  J.  P.  Mor- 
gan,  Jr.,   William   P.   Hamilton, 
Herbert  L.   Satterlee  and  Lewis 
Cass  Ledyard,  as  Executors  of  J.  P. 
Morgan,  deceased;  Charles  Steele, 
George  W.  Perkins,  E.  H.  Gary, 
Chas.   M.   Schwab,  Andrew   Car- 
negie, Henry  C.  Frick,  James  Gay- 
ley,    William    H.    Moore,    J.    H. 
Moore,  Edmund  C.  Converse,  Per- 
cival  Boberts,  Jr.,  Daniel  G.  Eeid, 
Norman  B.  Beam,  John  D.  Eocke- 
feller,  John  D.  Bockefeller,  Jr., 
P.  A.  B.  Widener  and  William  P. 
Palmer, 

Defendants. 


On  petition  for  the  dissolution  of  the  United  States 
Steel  Corporation  and  eleven  of  its  subsidiary  compa- 
nies (being  the  twelve  corporations  first  above  named) 
and  for  an  injunction  and  other  relief. 

ABSTBACT  OF  THE  PLEADINGS. 
Petition. 

The  Petition  sets  forth : 

1.  The  names  of  the  defendants  and  the  incorporation 
of  certain  of  them  in  the  State  of  New  Jersey  (pp.  1-2). 

2.  The  situation  existing  in  the  steel  industry  prior 

to  1898  (p.  2). 
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3.  The  consolidation  between  1898  and  1900  of  a  large 
number  of  concerns  engaged  in  various  branches  of  the 
steel  industry,  among  which  were  the  following: 

(a)  The  Federal  Steel  Company,  incorporated  in 
New  Jersey  in  September,  1898,  with  a  capital  of  $100,- 
000,000.  It  alleges  that  this  capitalization  exceeded  the 
value  of  the  properties  acquired  by  $20,000,000 ;  that  the 
company  acquired  15  per  cent,  of  the  steel  ingot  produc- 
tion of  the  country,  two  railroads,  a  fleet  of  steamships, 
and  ore  and  coal  lands.  It  describes  the  properties  ac- 
quired, and  alleges  that  two  of  the  constituent  companies 
were  in  competition  before  the  consolidation,  and  that 
the  purpose  and  effect  of  the  consolidation  were  monopoly 
and  restraint  of  trade  (pp.  3-4). 

(&)  The  Carnegie  Company,  incorporated  in  New 
Jersey  in  March,  1900,  with  a  capital  of  $320,000,000., 
half  stock  and  half  bonds.  It  alleges  that  the  company 
acquired  the  Carnegie  Steel  Company  and  the  H.  C.  Frick 
Coke  Company  and  controlled  18  per  cent,  of  the  coun- 
try's steel  ingot  production ;  that  the  Carnegie  Steel  Com- 
pany had  previously  acquired  the  Duquesne  Steel  Works, 
a  competitor,  and  had  thus  monopolized  and  restrained 
trade.  It  describes  the  properties  of  the  company  (pp. 
4-6). 

(c)  The  American  Steel  &  Wire  Company,  incorpo- 
rated in  New  Jersey  in  January,  1899,  with  a  capital  of 
$90,000,000.  It  describes  the  properties  acquired,  and 
alleges  that  the  company  combined  all  the  leading  con- 
cerns making  wire  products;  that  its  stock  was  watered; 
that  large  promotion  fees  were  paid,  and  that  the  pur- 
pose and  effect  of  the  combination  were  monopoly  and 
restraint  of  trade  (pp.  6-8). 

(d)  The  National  Tube  Company,  incorporated  in 
New  Jersey  in  February,  1899,  with  a  capital  of  $80,000,- 
000.  It  describes  the  properties  acquired,  and  alleges 
that  the  company  combined  competing  concerns  making 
90  per  cent,  of  the  iron  and  steel  wrought  tubing  of  the 
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country,  and  that  the  purpose  and  effect  of  the  combina- 
tion were  monopoly  and  restraint  of  trade  (pp.  8-9). 

(e)  The  National  Steel  Company,  incorporated  in 
New  Jersey  in  February,  1899,  with  a  capital  of  $59,000,- 
000.  It  describes  the  properties  acquired,  and  alleges 
that  the  company  combined  the  principal  crude  steel 
makers  west  of  the  Allegheny  Mountains  other  than  the 
Carnegie  and  Federal  Steel  companies ;  that  it  controlled 
12  per  cent,  of  the  country's  ingot  production,  and  that 
the  purpose  and  effect  of  the  combination  were  monopoly 
and  restraint  of  trade  (pp.  9-10). 

(/)  The  American  Tin  Plate  Company,  incorporated 
in  New  Jersey  in  December,  1898,  with  a  capital  of 
$46,000,000.  It  describes  the  properties  acquired,  and 
alleges  that  the  company  combined  thirty-nine  competi- 
tors; that  it  secured  an  almost  complete  monopoly  of 
the  tin  plate  industry,  and  that  the  purpose  and  effect  of 
the  combination  were  monopoly  and  restraint  of  trade 
(pp.  10-2). 

(g)  The  American  Steel  Hoop  Company,  incorpo- 
rated in  New  Jersey  in  April,  1899,  with  a  capital  of 
$33,000,000.  It  describes  the  properties  acquired,  and 
alleges  that  the  company  combined  leading  makers  of 
cotton  ties,  bands  and  hoops,  and  that  the  purpose  and 
effect  of  the  combination  were  monopoly  and  restraint  of 
trade  (pp.  12-3). 

(h)  The  American  Sheet  Steel  Company,  incorpo- 
rated in  New  Jersey  in  March,  1900,  with  a  capital  of 
$52,000,000.  It  describes  the  properties  acquired,  and 
alleges  that  the  company  combined  the  principal  makers 
of  sheet  steel,  and  that  the  purpose  and  effect  of  the 
combination  were  monopoly  and  restraint  of  trade  (pp. 
13-4). 

4.  The  Petition  alleges  that  after  making  the  fore- 
going combinations,  competition  in  crude  steel  was  still 
active    between    the    Carnegie,    the    Federal    and    the 
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National  Steel  companies;  that  these  companies  also 
competed  in  some  lighter  products  with  certain  other  of 
the  above  named  combinations ;  that  there  was  a  general 
movement  on  the  part  of  the  combinations  making  lighter 
finished  products  to  secure  their  own  sources  of  raw  and 
semi-finished  material  for  which  they  had  up  to  that 
time  depended  upon  the  Carnegie,  the  Federal  and  the 
National  companies;  that  these  latter  companies  also 
began  to  prepare  to  make  additional  finished  products, 
and  that  to  prevent  this  threatened  competition,  the 
United  States  Steel  Corporation  was  formed  about 
April  1,  1901,  and  took  over  all  the  above  named  com- 
panies (pp.  14-7). 

5.  It  sets  forth  the  names  of  the  men  interested  and 
active  in  the  formation  of  the  Steel  Corporation;  recites 
the  organization  of  the  Corporation  with  a  capital  stock 
of  11,100,000,000.  and  bonds  of  |303,450,000.  It  states 
the  terms  on  which  the  stocks  of  the  underlying  com- 
panies were  acquired;  alleges  that  the  capitalization  of 
the  Corporation  was  excessive;  that  its  earnings  were 
enhanced  by  restraint  of  trade  and  monopolization,  and 
that  a  large  part  of  its  stock  was  given  for  promotion 
(pp.  17-23). 

6.  It  states  the  total  annual  capacity  of  the  Steel 
Corporation  in  ingots  and  in  finished  products  in  1901; 
also  the  percentage  of  its  output  to  the  output  of  the 
whole  country  in  various  products,  and  summarizes  its 
ownership  of  railroads,  vessels,  ore  and  coal  (pp.  23-4). 

7.  It  sets  forth  the  incorporation  of  the  American 
Bridge  Company  in  New  Jersey  in  April,  1900,  with  a 
capital  of  $60,000,000,  and  its  acquisition  by  the  Steel 
Corporation  in  1901.  It  describes  the  properties  of  the 
company,  and  alleges  that  it  combined  more  than  a 
majority  of  the  competitors  in  bridge  construction  in 
the  United  States,  and  that  the  purpose  and  effect  of  the 
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combination    were    monopoly    and    restraint    of    trade 
(pp.  24-5). 

8.  It  sets  forth  the  incorporation  of  the  Lake  Superior 
Consolidated  Iron  Mines  in  New  Jersey  in  1893  and  its 
acquisition  by  the  Steel  Corporation  in  1901.  It  de- 
scribes the  ore  lands  and  railroads  controlled  by  the 
company,  and  alleges  that  it  was  organized  to  acquire 
mines  in  Minnesota  which  were  previously  competitors 
with  one  another  (pp.  25-6). 

9.  It  alleges  that  in  1901  the  Steel  Corporation  ac- 
quired for  cash  the  Bessemer  Steamship  Company, 
owning  fifty-six  vessels  plying  the  Great  Lakes  (p.  26). 

10.  It  sets  forth  the  incorporation  of  the  Shelby  Steel 
Tube  Company  in  Pennsylvania  in  1897,  and  in  New 
Jersey  in  1900,  with  a  capital  of  |15,000,000.  and  its 
acquisition  by  the  Steel  Corporation  in  August,  1901. 
It  alleges  that  the  Shelby  Company  combined  prac- 
tically all  the  makers  of  seamless  tubes  in  the  country; 
that  the  purpose  and  effect  of  the  combination  were 
monopoly  and  restraint  of  trade,  and  that  the  Steel 
Corporation  acquired  it  to  dispose  of  a  competitor 
(pp.  26-7). 

11.  It  alleges  that  soon  after  its  organization  the 
Steel  Corporation  acquired  the  outstanding  sixth  in- 
terest in  the  Oliver  Iron  Mining  Company,  and  the  out- 
standing sixth  interest  in  the  Pittsburgh  Steamship 
Company,  five-sixths  of  each  being  previously  owned  by 
the  Carnegie  Steel  Company,  and  that  it  also  acquired 
50,000  acres  of  Pocahontas  coal  lands  (p.  27). 

12.  It  sets  forth  the  incorporation  of  the  Union  Steel 
Company  in  Pennsylvania  in   1899   with   a  capital  of 
$1,000,000.,  and  of  the  Sharon  Steel  Company  in  Penn- 
sylvania in  the  same  year  with  a  capital  of  $6,000  000. 
and  the  merger  in  1902  of  said  companies  into  one  com- 
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pany  known  as  the  Union  Steel  Company,  with  a  capital 
of  $50,000,000.  It  describes  the  properties  of  both  com- 
panies, and.  alleges  that  their  merger  was  monopolistic 
and  in  restraint  of  trade,  and  that  in  December,  1902, 
the  Steel  Corporation  bought  the  merged  company  at  an 
excessive  price  in  order  to  eliminate  the  competition  of 
the  men  who  were  interested  in  it  (pp.  27-8). 

13.  It  sets  forth  the  acquisition  of  the  Troy  Steel 
Products  Company  by  the  Steel  Corporation  in  1903  and 
alleges  that  it  was  a  competitor  (pp.  28-9). 

14.  It  alleges  that  in  1904  the  Clairton  Steel  Com- 
pany was  bought  by  the  Steel  Corporation  from  the 
Crucible  Steel  Company  for  the  purpose  of  eliminating  a 
competitor  and  increasing  the  Corporation's  monopoly 
of  ore  and  coal.  It  also  alleges  that  a  long  term  contract 
for  the  supply  of  pig  iron  and  billets  to  the  Crucible  Steel 
Company  was  made  by  the  Corporation,  and  that  such 
contract  was  in  restraint  of  trade  (p.  29). 

15.  It  alleges  that  in  1907  a  number  of  the  defendant 
iron  ore  companies  in  the  control  of  the  Great  Northern 
Eailway  Company  leased  immense  tonnages  of  ore  to  the 
Steel  Corporation  at  a  very  high  royalty,  with  the  pur- 
pose and  effect  of  monopolizing  and  restraining  trade  in 
ore;  that  the  Steel  Corporation  owns  about  75%  of  the 
iron  ore  of  Minnesota  and  of  the  entire  Lake  Superior  dis- 
trict; that  under  an  option  contained  in  the  lease  the 
Steel  Corporation  gave  notice  in  1911  of  its  intention 
to  cancel  the  lease  on  January  1,  1915  (pp.  29-30). 

16.  It  sets  forth  the  acquisition  of  the  Tennessee  Coal, 
Iron  &  Railroad  Company  by  the  Steel  Corporation  in 
1907.  It  alleges  that  this  company  owned  large  well 
located  mineral  deposits  in  Alabama  and  Tennessee;  that 
it  could  make  pig  iron  cheaper  than  any  other  producer 
in  the  United  States  and  was  a  strong  probable  com- 
petitor of  the  Steel  Corporation ;  that  it  obtained  in  1907 
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a  large  order  for  open-hearth  rails  from  E.  H.  Harriman ; 
that  17,000,000.  were  spent  by  the  company  in  improve- 
ments, and  that  $3,000,000.  more  were  to  be  spent;  that 
the  stock  of  the  Tennessee  Company  was  controlled  by  a 
syndicate  of  which  Schley,  of  Moore  &  Schley,  was  a 
member;  that  Moore  &  Schley  were  in  debt  between 
thirty-five  and  thirty-eight  million  dollars,  secured  in 
part  by  a  pledge  of  100,000  shares  of  Tennessee  Company 
stock;  that  this  was  known  to  the  Steel  Corporation; 
that  Oakleigh  Thorne,  another  syndicate  member,  was 
President  of  the  Trust  Company  of  America;  that  in 
October,  1907,  a  great  panic  occurred;  that  the  credit  of 
Moore  &  Schley  was  impaired ;  that  the  value  of  the  Ten- 
nessee stock  as  collateral  was  questioned;  that  a  news- 
paper reported  that  a  partner  of  J.  P.  Morgan  had  said 
that  the  Trust  Company  needed  assistance;  that  this  re- 
port increased  the  difficulties  of  the  Trust  Company  and 
of  Moore  &  Schley ;  that  negotiations  for  the  purchase  of 
the  Tennessee  Company  stock  from  Moore  &  Schley  were 
begun  by  the  Steel  Corporation;  that  E.  H.  Gary  and 
H.  C.  Frick  consulted  President  Eoosevelt  about  the  pro- 
posed purchase,  and  without  disclosing  all  the  facts  to 
him  told  him  that  the  purchase  was  the  only  method 
of  preventing  a  spread  of  the  panic;  that  the  President, 
not  knowing  the  facts  fully,  stated  that  he  did  not  feel 
it  his  duty  to  prevent  the  transaction ;  that  the  Corpora- 
tion then  exchanged  its  bonds  for  the  stock  of  the  Ten- 
nessee Company,  thus  taking  advantage  of  the  situation 
to  eliminate  a  competitor  and  to  acquire  great  quantities 
of  coal  and  ore  and  extensive  manufacturing  plants 
(pp.  31-5). 

17.  It  avers  that  the  ownership  of  two  of  the  ore- 
carrying  railroads  in  Minnesota  gives  the  Steel  Corpora- 
tion an  advantage  over  its  competitors  and  operates  to 
restrain  trade,  although  a  reduction  in  ore  rates  was 
announced  in  1911;  that  its  ownership  of  other  rail- 
roads also  gives  it  an  advantage  over  its  competitors- 
that  its  ownership  of  large  quantities  of  coking-coal  land 
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gives  it  a  further  advantage ;  that  it  owns  75  per  cent,  of 
the  Minnesota  iron  ore  and  75  per  cent,  of  the  Michigan 
iron  ore,  and  thus  has  a  further  advantage  (pp.  36-7). 

18.  It  alleges  that  since  its  organization  the  Steel 
Corporation  has  greatly  increased  its  dominancy  over 
the  steel  industry  by  reinvesting  its  earnings  in  new 
plants  and  enlarging  old  plants;  that  it  has  reinvested 
over  $400,000,000.  in  this  way;  that  its  earnings  have 
averaged  about  7  per  cent,  on  its  total  capitalization  and 
about  12  per  cent,  on  the  actual  value  of  its  properties, 
such  earnings  having  been  largely  enhanced  by  the  unlaw- 
ful combinations  referred  to  (p.  38). 

19.  It  sets  forth  various  details  of  consolidations, 
leases  and  readjustments  of  properties  among  the  sub- 
sidiaries of  the  Steel  Corporation  subsequent  to  their 
acquisition.  It  gives  a  list  of  the  chief  subsidiary  com- 
panies, with  their  capitalizations  and  the  stocks  of  under- 
lying companies  owned  by  them  (pp.  38-46). 

20.  It  alleges  that  the  several  subsidiaries,  as  well  as 
the  units  composing  them,  were,  before  said  consolida- 
tions, engaged  in  interstate  and  foreign  commerce;  that 
said  subsidiaries  have  continued  to  engage  in  such  com- 
merce since  said  consolidations,  and  that  in  making  said 
combinations  the  Steel  Corporation,  and  said  subsidiary 
companies,  and  the  individual  defendants,  have  restrained 
trade  and  combined  to  monopolize  trade  within  the  mean- 
ing of  the  Sherman  Law  (pp.  47-8). 

21.  It  alleges  that  prior  to  1900  there  were  at  times 
pools  in  beams,  plates,  billets,  rails,  nails  and  other  prod- 
ucts, by  which  prices  were  fixed  and  output  limited ;  that 
at  other  times  there  was  vigorous  competition;  that  in 
1897  a  beam  pool  was  formed,  and  in  1900  a  plate  pool, 
both  of  which  were  continued  after  the  organization  of  the 
Steel  Corporation  and  until  1905;  that  some  of  the  sub- 
sidiaries of  the  Steel  Corporation  were  members  of  said 
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pools;  that  since  1904  the  makers  of  plates  and  beams 
have  continued  to  meet  and  to  enter  into  understandings 
as  to  the  maintenance  of  prices,  in  violation  of  the  Sher- 
man Law,  and  that  this  practice  has  been  chiefly  due  to 
the  influence  of  the  Steel  Corporation  (pp.  48-51). 

22.  It  alleges  that  prior  to  the  organization  of  the 
Steel  Corporation  the  price  of  rails  fluctuated  from  year 
to  year;  that  since  its  organization  the  price  has  re- 
mained constant;  that  this  constancy  of  price  has  been 
due  to  the  dominating  influence  of  the  Steel  Corporation, 
whose  subsidiaries  have  had  agreements  with  competitive 
rail  makers  by  which  trade  has  been  restrained;  that  in 
the  year  1908  pools  were  organized  in  horseshoes,  wire 
rope  and  various  forms  of  copper  wire  products,  to  which 
the  American  Steel  &  Wire  Company  was  a  party  and 
that  it  acted  under  the  sanction  of  the  Steel  Corporation, 
and  that  most  of  these  pools  continued  until  1911;  that 
other  subsidiary  companies,  not  specified,  have  since  1901 
from  time  to  time  entered  into  pools  in  products  not 
specified  by  which  trade  has  been  restrained  (pp.  51-62). 

23.  It  alleges  that  various  persons  named  as  directors 
of  the  Steel  Corporation  are  also  directors  in  railroads, 
industrial  and  banking  companies,  and  that  by  this 
method  of  "interlocking  directorates"  the  Steel  Corpora- 
tion is  "in  touch,"  by  the  "grasp  of  its  tentacles,"  with 
many  such  companies,  which  gives  it  "possibilities  of 
power  and  control  over  commerce"  and  "is  incompatible 
with  the  healthy  commercial  life  of  the  nation"  (pp. 
62-4). 

24.  It  alleges  that  by  reason  of  the  power  of  the 
Steel  Corporation  the  various  steel  makers  of  the  United 
States  have  at  times  met,  reached  common  understand- 
ings as  to  prices,  and  have  acted  in  accordance  with  such 
understandings,  thus  bringing  about  the  maintenance  of 
prices,  and  that  by  such  pools,  meetings  and  agreements 
the  Steel  Corporation  and  its  subsidiary  companies,  and 
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the  individual   defendants,  have   combined   to   restrain 
trade  and  to  monopolize  the  same  (pp.  64-6). 

The  prayers  are : 

1.  That  a  decree  be  passed  adjudging  said  combina- 
tions and  conspiracies  unlawful,  and  a  violation  of  the 
Sherman  Act. 

2.  That  the  defendants  be  enjoined  from  further  act- 
ing under  such  combinations  and  conspiracies. 

3.  That  the  Steel  Corporation  be  declared  an  illegal 
combination,  and  that  it  be  dissolved. 

4.  That  each  subsidiary  company  shown  to  have  been 
combined  in  restraint  of  trade  be  declared  an  illegal  com- 
bination, and  that  each  be  dissolved. 

5.  That  each  defendant  company  be  enjoined  from 
holding  or  exercising  any  right  as  a  stockholder  in  any 
other  defendant  company. 

6.  That  the  subsidiaries  be  enjoined  from  paying  divi- 
dends to  the  Steel  Corporation. 

7.  That  the  individual  defendants  be  enjoined  from 
carrying  out  or  acting  under  any  of  said  conspiracies. 

8.  That  a  decree  be  passed  disposing  of  the  stocks 
and  properties  of  said  combinations  in  accordance  with 
equity  and  the  Sherman  Act. 

9.  That  the  Great  Northern  Ore  Lease  be  decreed  to 
be  illegal  and  directed  to  be  cancelled. 

10.  That  the  Petitioner  may  have  further  and  other 
relief  (pp.  67-9). 
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Annexed  to  the  Petition  are  the  following  exhibits : 

A.  The  beam  pool  agreement  of  1897  (pp.  76-82). 

B.  The  plate  pool  agreement  of  1900  (pp.  70-5). 

C.  A  list  of  directors  and  officers  of  the  Steel  Corpora- 
tion and  the  names  of  other  companies  in  which  certain 
of  them  are  directors  (pp.  83-93). 

Answer  of  the  Steel  Corporation,  its  Various  Sub- 
sidiary Companies,  and  Certain  of  the  Individual 
Defendants. 

All  the  defendants  except  Messrs.  Carnegie,  Converse, 
Palmer,  the  Rockefellers,  and  the  Great  Northern  ore 
interests,  join  in  one  answer.     This  answer — 

1.  Admits  the  incorporation  in  New  Jersey  of  various 
of  the  corporate  defendants,  corrects  certain  misnomers, 
and  states  the  merger  of  some  of  the  subsidiary  com- 
panies (p.  2). 

2.  Admits  the  existence  of  competition  in  the  iron 
and  steel  industry  prior  to  1898,  and  that  at  various 
times  and  in  various  localities  such  competition  was 
modified  by  pools  and  combinations  (pp.  2-3). 

3.  Admits  that  between  the  beginning  of  the  year 
1898  and  the  end  of  the  year  1900,  many  large  consoli- 
dations were  effected  in  important  branches  of  the  steel 
and  iron  industry,  and  avers  that  these  were  due  in 
part  to  destructive  competition,  and  in  part  to  import- 
ant and  radical  changes  in  certain  branches  of  the  in- 
dustry, on  account  of  which  such  branches  could  no 
longer  be  profitably  carried  on  in  disintegrated  form  and 
with  small  capital  as  theretofore.  It  denies  that  any  of 
said  consolidations  were  effected  for  the  purpose  of  re- 
straining trade  or  acquiring  a  monopoly  (p.  3). 

4.  Admits  the  allegations  of  the  petition  with  re- 
spect to  the  Federal  Steel  Company,  except  that  it  denies 
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that  its  capitalization  was  excessive,  that  constituent 
companies  were  previously  in  competition,  or  that  its 
purpose  or  effect  was  restraint  of  trade  or  monopoly. 
It  avers  that  the  purpose  and  effect  were  to  combine 
non-competitive  parts  into  a  complete  productive  unit, 
and  thus  decrease  the  cost  of  production  (pp.  3-4). 

5.  Admits  the  allegations  as  to  the  Carnegie  Com- 
pany, except  that  it  denies  that  the  acquisition  of  the 
Duquesne  Steel  Works  restrained  trade  or  tended  toward 
monopoly.  It  avers  that  the  Carnegie  Company  was 
not  a  combination  of  any  kind,  but  was  a  single,  in- 
dividual enterprise   (pp.  4-5). 

6.  Admits  the  allegations  as  to  the  organization  of 
the  American  Steel  and  Wire  Company,  and  that  it 
acquired  some  plants  that  had  theretofore  competed  to  a 
limited  extent.  It  denies  that  all  the  leading  concerns 
in  the  wire  industry  were  combined,  and  avers  that 
several  important  concerns  were,  and  still  are,  active 
competitors  of  the  Wire  Company.  It  denies  monopoly 
and  restraint  of  trade,  and  avers  that  less  than  60  per 
cent,  of  the  wire  production  of  the  country  is  now  in  the 
hands  of  the  Wire  Company   (pp.  5-7). 

7.  Admits  the  allegations  as  to  the  National  Tube 
Company,  except  that  it  denies  that  the  Tube  Com- 
pany acquired  90  per  cent,  of  the  country's  production 
of  tubing,  and  says  that  the  percentage  was  less  than 
72,  and  is  now  only  38.  It  denies  that  the  purpose  or 
effect  of  the  combinations  was  monopoly  or  restraint  of 
trade,  and  avers  that  the  combination  was  occasioned 
by  a  complete  revolution  in  the  process  of  pipe  making, 
which  required  a  great  expenditure  of  capital,  and  by  a 
vast  increase  in  the  size  of  pipe  orders,  which  were  be- 
yond the  capacity  of  the  former  small  companies  to 
furnish  (pp.  7-8). 

8.  Admits  the  allegations  as  to  the  American  Tin 
Plate  Company,  except  that  it  denies  that  the  company 
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acquired  an  almost  complete  monopoly  in  tin  plate.  It 
avers  that  the  tin  plate  business  had  suffered  from  de- 
structive competition,  and  was  then  in  a  state  of  com- 
plete demoralization;  that  the  organization  of  the  Tin 
Plate  Company  and  the  acquisition  of  its  property  was 
simply  a  necessary  and  normal  development  from  the 
conditions  then  existing;  that  competition  has  thrived 
and  increased  since  the  company  was  formed,  and  that 
its  share  of  the  country's  production  has  shrunk  from 
90  per  cent,  in  1899,  to  less  than  60  per  cent,  in  1911 
(pp.  8-9). 

9.  Admits  the  allegations  as  to  the  National  Steel 
Company,  except  that  it  denies  that  that  company  ac- 
quired the  principal  crude  steel  works  west  of  the  Alle- 
gheny Mountains  other  than  the  Carnegie  and  Federal 
Steel  Companies.  Denies  that  the  purpose  or  effect  was 
monopoly  or  restraint  of  trade,  and  avers  that  the  com- 
pany was  organized  to  provide  crude  steel  for  the  Tin 
Plate  Company,  which  was  largely  owned  by  the  same 
persons  who  organized  the  National  (pp.  9-10). 

10.  Admits  substantially  all  the  allegations  as  to  the 
American  Steel  Hoop  Company,  except  that  it  denies 
that  the  purpose  or  effect  of  its  acquisition  of  prop- 
erties was  monopoly  or  restraint  of  trade.  It  avers  that 
the  true  purpose  and  effect  were  to  provide  an  additional 
customer  for  the  National  Steel  Company  (pp.  10-1). 

11.  Admits  substantially  all  the  allegations  as  to  the 
American  Sheet  Steel  Company  except  that  it  avers  that 
the  purpose  and  effect  of  the  organization  were  not 
monopoly  or  restraint  of  trade,  but  were  to  provide  a  fur- 
ther outlet  for  the  crude  steel  of  the  National  Steel 
Company  (pp.  11-2). 

12.  Admits  the  existence  in  1900  and  1901  of  limited 
competition  between  the  Carnegie,  the  Federal  and  the 
National  Steel  Companies,  and  in  some  light  products 
between  these  three  companies  and  certain  other  com- 
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panies  bought  by  the  Steel  Corporation.  It  denies  a  gen- 
eral movement  among  the  companies  making  lighter 
products  to  secure  their  own  sources  of  raw  and  semi- 
finished material.  It  admits  that  the  Federal  and  Car- 
negie Companies  took  some  steps  to  enlarge  their  range 
of  finished  products,  and  denies  that  the  Steel  Corpora- 
tion was  formed  to  eliminate  or  to  prevent  competition. 
It  avers  that  the  Steel  Corporation  was  the  outgrowth 
of  the  plans  of  the  Federal  Steel  Company  and  its  man- 
agers, who  realized  the  necessity  of  increasing  the 
variety  of  that  company's  finished  products,  and  the 
impossibility  of  its  entering  the  Eastern  and  foreign 
markets  with  the  facilities  it  then  possessed.  It  avers 
that  while  the  question  of  increasing  the  capital  of  the 
Federal  Company  for  these  purposes  was  under  consid- 
eration, it  was  learned  by  the  directors  that  the  owners 
of  the  Carnegie  Company  and  the  American  Steel  and 
Wire  Company  were  anxious  to  sell;  that  the  Federal 
Steel  Company  had  no  wire,  tin  plate,  hoop,  sheet  or 
tube  mills ;  that  after  obtaining  an  offer  from  the  owners 
of  the  Carnegie  Company,  negotiations  were  opened  with 
the  owners  of  companies  which  specialized  in  the  prod- 
ucts named;  that  the  owners  of  the  tin  plate,  hoop  and 
sheet  steel  companies  refused  to  sell  those  companies 
unless  the  National  Steel  was  also  included,  and  that 
the  Lake  Superior  Consolidated  Iron  Mines  was  bought 
to  furnish  a  needed  ore  supply  for  the  new  corporation 
(pp.  12-5). 

13.  The  answer  avers  that  the  Steel  Corporation  was 
formed  in  part  to  secure  economies  by  "integration"  of 
the  steel-making  processes,  i.  e.,  by  combining  all  the 
steps  from  the  mining  of  the  ore  to  the  final  finishing 
process,  and,  in  the  second  place,  to  develop  the  domes- 
tic and  foreign  trade  in  steel  products,  which  the  Fed- 
eral Company  had  discovered  could  only  be  accomplished 
by  a  company  having  larger  capital  resources  and  manu- 
facturing at  more  convenient  points  on  a  larger  scale 
substantially  all  the  finished  products  of  steel.    It  avers 
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that  if  any  of  the  subsidiaries  of  the  Corporation  had 
acquired,    or   were   attempting   to   acquire,    monopolies 
before  their  acquisition,  or  were  organized  in  restraint 
of  trade,  they  were  purchased  in  ignorance  of  the  fact, 
and  that  they  had  theretofore  continued  in  business  for 
several  years  with  great  publicity  and  had  never  been 
challenged  by  the  Government.     It  avers  that  the  pur- 
poses of  the  Steel  Corporation  were  widely  published  at 
the  time  of  its  formation;  that  the  attention  of  the  offi- 
cers of  the  Government  had  been  especially  directed  to 
the  Corporation  at  various  times  throughout  its  exist- 
ence; that  they  had  examined  into  its  affairs  frequently 
and  exhaustively  without  a  single  criticism,  until  within 
a  few  months  before  the   answer   was  filed.     That  in 
reliance  upon  the  long  unchallenged  continuance  of  the 
Corporation,  its  stock  has  passed  into  the  hands  of  a 
multitude  of  small  investors;  that  it  has  35,230  common 
stockholders,  of  whom  88  per  cent,  hold  less  than  100 
shares  each ;  that  it  has  67,113  preferred  stockholders,  of 
whom  92  per  cent,  hold  less  than  100  shares  each ;  that  in 
addition  there  are  about  50,000  beneficial  owners,  whose 
shares  are  held  in  the  names  of  trustees,  making  in  all 
about  150,000  real  owners  of  its  stock;  that  22,000  of  its 
employes   are   numbered   among  the   stockholders,    and 
8,000  more  have  subscribed  for  stock.  It  submits  that  after 
acquiescing  in  the  continuance  of  the  Corporation  until 
rights  of  so  sacred  a  character  have  grown  up,  it  is  now 
too  late  for  the  Government  to  insist  in  a  court  of  equity 
that  the  original  organization  was,  in  itself,  and  with- 
out regard  to  its  later  practices,  illegal.     It  avers  that 
the  Corporation  has  cheapened  the  cost  of  steel  to  the 
consumer    and    has    increased    its    foreign    trade    from 
18,000,000  in  1901,  to  $60,000,000  in  1911;  that  it  has 
not  restrained  trade  or  suppressed  competition  or  effected 
a  monopoly,  or  attempted  to  do  so;  that  competition  in 
steel  products  has  grown  greatly  since  the  Steel  Cor- 
poration was  formed,  and  that  the  output  of  its  com- 
petitors has  increased  from  about  40  per  cent,  of  the 
country's  total  production  in  1901  to  over  50  per  cent, 
in  1911  (pp.  15-7). 
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14.  Admits  the  participation  of  some  of  the  individual 
defendants  in  the  organization  of  the  Steel  Corporation 
and  denies  the  participation  of  others.  Admits  the 
capitalization  of  the  Steel  Corporation  and  the  terms  upon 
which  it  acquired  its  subsidiaries;  denies  over-capitali- 
zation and  enhancement  of  earnings  by  monopoly  or 
trade  restraint;  admits  the  allegations  as  to  the  annual 
capacity  of  the  Steel  Corporation  and  the  percentages  of 
the  Corporation's  output  in  the  country's  total  of  the 
various  products.  It  avers  that  the  output  of  the  Cor- 
poration's competitors  has  constantly  increased  and  that 
no  effort  has  been  made  by  the  Corporation  to  prevent 
this  increase  or  to  acquire  its  competitors,  or  any  of 
them  (pp.  17-20). 

15.  Admits  the  allegations  regarding  the  incorpora- 
tion and  capitalization  of  the  American  Bridge  Com- 
pany and  its  acquisition  by  the  Steel  Corporation  in 
1901.  It  denies  that  the  Bridge  Company  combined  a 
majority  of  the  then  competitive  bridge  builders  or  that 
its  purpose  or  effect  was  monopolization  or  restraint  of 
trade.  It  avers  that  the  purpose  of  the  organization  of 
the  Bridge  Company  was  to  unite  erecting  concerns  with 
a  rolling  mill  upon  which  they  could  depend,  and  to 
create  a  company  big  enough  to  handle  large-sized  con- 
tracts, and  by  the  possession  of  scattered  plants,  to  pre- 
vent "cross-shipping."  It  avers  that  this  company  now 
produces  only  30  per  cent,  of  the  country's  output  of 
fabricated  steel  (pp.  20-1). 

16.  Admits  the  incorporation  of  the  Lake  Superior 
Consolidated  Iron  Mines,  and  the  purchase  by  that  com- 
pany of  certain  Mesaba  mines,  and  its  acquisition  by 
the  Steel  Corporation;  it  denies  that  the  mines  so 
acquired  were  previously  competitive,  or  that  the  com- 
bination of  these  mines  effected  a  monopoly  or  restraint 
of  trade.  It  avers  that  the  mines  were  bought  when 
Mesaba  ores  were  very  cheap,  very  little  used,  and  of 
doubtful  utility  (pp.  21-2). 
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17.  Admits  the  allegations  of  the  petition  regarding 
the  purchase  of  the  Bessemer  Steamship  Company  and 
the  organization  and  capitalization  of  the  Shelby  Steel 
Tube  Company  and  the  acquisition  of  the  latter  by  the 
Steel  Corporation.  It  denies  that  the  Shelby  Company 
was  a  monopoly,  or  that  its  purchase  monopolized  or  re- 
strained trade.  It  avers  that  the  manufacture  of  seam- 
less tubes  was  new  in  this  country ;  that  several  patented 
processes  were  known,  two  of  which  had  in  turn  been 
tried  out  without  success  by  the  National  Tube  Com- 
pany, and  that  the  Shelby  Company  was  purchased  not 
to  eliminate  a  competitor  but  to  secure  successful  patented 
processes  (pp.  22-3). 

18.  Admits  the  allegations  of  the  petition  with  re- 
spect to  the  acquisition  of  a  one-sixth  interest  in  the 
Oliver  Iron  Mining  Company  and  the  Pittsburgh  Steam- 
ship Company,  and  50,000  acres  of  Pocahontas  coal  lands 
(p.  23). 

19.  Admits  the  allegations  of  the  petition  as  to  the 
incorporation  and  merger  of  the  Union  and  Sharon  Steel 
Companies,  except  that  it  denies  that  this  merger  was 
monopolistic  or  restrained  trade.  It  corrects  the  de- 
scription of  the  properties  of  those  companies,  admits 
their  purchase  by  the  Steel  Corporation  in  December, 
1902,  but  denies  that  the  purchase  price  was  excessive 
or  that  the  purchase  was  made  to  eliminate  the  competi- 
tion of  the  Union  Company,  or  its  owners  (pp.  23-5). 

20.  Admits  the  purchase  of  the  Troy  Steel  Products 
Company  in  1903,  but  denies  that  it  was  a  competitor, 
and  says  that  its  plant  had  been  shut  down  for  many 
years  and  was  bought  for  the  purpose  of  furnishing  iron 
for  the  Worcester  wire  plant.  It  admits  the  purchase  of 
the  Clairton  Steel  Company  and  the  billet  contract  made 
with  the  Crucible  Company,  but  denies  that  either  trans- 
action resulted  in  monopoly  or  restraint  of  trade.  It 
avers  that  the  Clairton  Company  was  insolvent;  that  it 
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was  in  the  hands  of  receivers ;  that  it  was  of  no  import- 
ance as  a  competitor  and  had  been  offered  for  sale  for 
a  number  of  years  (pp.  25-6). 

21.  Admits  the  making  of  the  Great  Northern  Ore 
lease  but  denies  that  the  royalty  thereunder  was  excessive 
or  that  the  purpose  or  effect  of  the  lease  was  monopoly 
or  trade  restraint.  It  avers  that  the  notice  of  cancella- 
tion of  the  lease  was  given  before  the  petition  was  filed ; 
that  after  such  cancellation  the  Steel  Corporation  con- 
trolled less  than  60  per  cent,  of  Minnesota  ore  and  less 
than  57  per  cent,  of  the  ores  of  the  Lake  Superior  Dis- 
trict, and  that  both  in  that  district  and  in  other  parts  of 
this  country  there  remain  vast  supplies  of  ore  available 
for  competitors  (pp.  26-8). 

22.  Admits  the  acquisition  of  the  Tennessee  Coal, 
Iron  &  Railroad  Company;  denies  that  the  Tennessee 
Company  was  or  threatened  to  be  a  strong  competitor, 
and  avers  that  it  only  produced  1.7  per  cent,  of  the  steel 
output  of  the  country.  Admits  that  all  Alabama  com- 
panies could  make  cheap  pig  iron,  but  avers  that  this 
advantage  was  overcome  by  the  cost  of  carriage  to 
market.  Admits  the  Harriman  rail  order,  but  says  that 
the  cost  of  making  the  rails  covered  by  that  order  ex- 
ceeded the  price  received  for  them,  and  that  they  were  so 
defective  that  a  large  number  had  to  be  replaced.  Avers 
that  the  Steel  Corporation  had  previously  investigated 
and  refused  to  buy  this  company.  Admits  the  expendi- 
tures for  improvements  by  the  syndicate,  but  avers  that 
the  amount  was  wholly  inadequate.  Admits  the  partici- 
pation of  Moore  &  Schley  in  the  syndicate,  Moore  & 
Schley's  indebtedness,  the  occurrence  of  the  panic,  Moore 
&  Schley's  embarrassment,  and  the  general  distrust  of 
the  Tennessee  Company's  stock  as  collateral.  It  avers 
that  Schley  suggested  the  purchase  of  the  Tennessee  Com- 
pany by  the  Steel  Corporation,  which  refused  to  consider 
it  until  Schley  and  other  bankers  insisted  that  only  this 
would  prevent  the  failure  of  Moore  &  Schley  and  a  great 
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resultant  increase  in  the  panic.  Admits  that  Gary  and 
Frick  consulted  President  Koosevelt,  who  stated  that  he 
did  not  feel  called  upon  to  interfere  with  the  purchase, 
but  denies  that  any  facts  were  withheld  from  him,  and 
denies  that  the  Steel  Corporation  desired  or  intended  to 
remove  a  competitor,  or  to  tie  up  either  a  coal  or  an  ore 
supply  or  manufacturing  plant  (pp.  28-31). 

23.  Denies  that  the  Corporation's  ownership  of  rail- 
roads gives  it  any  unfair  or  improper  advantage,  or  re- 
strains trade;  denies  that  coking  coal  lands  are  monopo- 
lized, and  avers  that  the  Steel  Corporation  owns  less  than 
15  per  cent,  of  the  coking  coal  of  Southwestern  Penn- 
sylvania. Denies  monopoly  of  iron  ores,  and  avers  that 
the  Corporation  now  has  less  than  10  per  cent,  of  the  ores 
of  this  country,  less  than  10  per  cent,  of  the  Cuban  ores, 
less  than  60  per  cent,  of  the  Minnesota  ores,  less  than 
32  per  cent,  of  the  Michigan  ores,  and  less  than  30  per 
cent,  of  the  Alabama  ores.  It  denies  any  advantage  over 
competitors  in  coal  or  ore  reserves  (pp.  31-5). 

24.  Admits  the  reinvestment  by  the  Steel  Corporation 
of  $350,000,000  of  its  earnings  in  properties,  and  that  its 
earnings  have  averaged  about  7  per  cent,  on  its  capitali- 
zation; denies  any  unlawful  combination  or  any  domi- 
nancy  over  the  steel  industry,  or  any  enhancement  of 
earnings  by  reason  thereof  (p.  35). 

25.  Admits  the  details  of  capitalization  and  prop- 
erties of  subsidiary  companies  set  forth  in  the  petition. 
Admits  that  many  of  the  subsidiaries  and  their  constit- 
uent parts  were  and  are  engaged  in  interstate  and  for- 
eign commerce,  but  denies  that  in  or  by  the  organization 
of  the  Steel  Corporation,  or  of  any  of  its  subsidiaries 
trade  was  restrained,  monopoly  attempted  or  secured 
or  the  Sherman  Law  violated.  Avers  that  since  the  or- 
ganization of  the  Steel  Corporation  it  has  consistently 
developed  and  not  restrained  trade  and  has  refrained 
from  unfair  competition  of  every  kind.     Avers  that  com- 
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petition  has  grown  freely,  and  that  despite  great  increases 
of  capacity  made  by  the  Corporation,  and  its  develop- 
ment of  a  great  foreign  trade,  it  has  been  unable  to  re- 
tain its  proportionate  share  of  the  output  of  the  country, 
the  same  having  shrunk  from  about  60  per  cent,  in  1901 
to  less  than  50  per  cent,  in  1911  (pp.  35-8). 

26.  Admits  the  formation  of  the  beam  pool  in  1897, 
and  of  the  plate  pool  in  1900,  both  of  which  were  broken 
up  in  1904.  Admits  that  certain  subsidiaries  of  the  Steel 
Corporation  were  members  of  these  pools,  but  denies  that 
either  with  or  without  the  sanction  of  the  Steel  Corpora- 
tion makers  of  plates  or  beams  have  had  understandings 
or  agreements  for  fixing  prices  at  any  time  since  1904. 
Admits  fluctuation  in  the  price  of  steel  rails  prior  to  the 
formation  of  the  Steel  Corporation  in  1901,  and  con- 
stancy of  prices  since  that  time,  but  denies  that  this  has 
been  due  to  the  "dominating  influence"  of  the  Corpora- 
tion, and  avers  that  it  has  been  caused  by  the  refusal  of 
the  Corporation  and  certain  other  rail  makers  to  ad- 
vance the  price  of  rails  in  spite  of  constantly  increasing 
cost  of  production.  Admits  the  participation  of  the 
American  Steel  and  Wire  Company  in  the  wire  pools 
formed  in  1908,  but  denies  that  this  was  done  with  the 
sanction  of  the  Steel  Corporation,  and  avers  that  on  the 
discovery  of  the  existence  of  these  pools  in  1909,  the 
officers  of  the  Steel  Corporation  required  the  immediate 
withdrawal  of  the  Steel  and  Wire  Company  therefrom. 
Denies  that  any  subsidiaries  of  the  Steel  Corporation 
have  at  any  time  since  1901  been  members  of  any  other 
pools  or  parties  to  any  price-fixing  agreements.  Denies 
that  by  "interlocking  directorates"  the  Steel  Corpora- 
tion is  "in  touch"  with,  or  has  "grasped  with  its  tentacles" 
any  other  companies,  or  that  it  has  "possibilities  of  power 
and  control  over  commerce."  Denies  that  through  the 
power  of  the  Steel  Corporation  or  otherwise,  the  dif- 
ferent competing  steel  makers  have  met  and  fixed  prices, 
or  that  trade  has  been  restrained  thereby,  but  admits 

Digitized  by  Microsoft® 


22 

that  during  the  panic  of  1907,  and  during  the  depression 
of  1911,  the  different  steel  makers  met  for  the  purpose 
of  taking  counsel  to  prevent,  if  possible,  such  demoraliza- 
tion of  the  steel  business  as  had  occurred  in  every  former 
panic,  and  avers  that  by  the  resulting  free  interchange  of 
information,  and  lessening  of  mutual  distrust,  the  steel 
industry,  for  the  first  time  in  its  history,  passed  through 
a  panic  without  a  single  failure  (pp.  38-47). 

27.  Denies  generally  any  present,  intended  or  threat- 
ened violation  of  the  Sherman  Law  (pp.  46-7). 


Answer  of  the  Great  Northern  Eailway  Ore  Mining 

Companies. 

The  joint  answer  of  the  eighteen  mining  companies 
who  represent  the  Great  Northern  Railway  ore  interests, 
is  as  follows: 

1.  It  admits  the  making  of  the  Great  Northern  Ore 
Lease  in  1907;  denies  that  the  purpose  of  the  lessors  or 
the  effect  of  the  lease  was  monopoly  or  trade  restraint; 
denies  that  the  royalty  was  excessive,  and  admits  that 
notice  of  cancellation  of  the  lease  has  been  given  by  the 
Steel  Corporation  (pp.  2-7). 

2.  It  denies  any  "interlocking  of  directorates"  with 
the  Steel  Corporation;  denies  participation  in  pools  or 
price-fixing  meetings  (pp.  8-10). 


The  answer  of  Louis  W.  Hill,  James  N.  Hill,  Walter 
J.  Hill  and  Edward  T.  Nichols,  Trustees  under  the  Great 
Northern  Ore  Lease,  is  to  the  same  effect  as  the  answer 
of  the  eighteen  Great  Northern  Mining  Companies  last 
mentioned. 


Digitized  by  Microsoft® 


23 

The  Supplemental  Answer  of  the  Great  Northern 
Railway  Mining  Companies  and  of  the  Four 
Trustees. 

This  answer  avers  that  on  March  1,  1912,  a  supple- 
mental contract  was  made  between  the  Steel  Corpora- 
tion and  the  Great  Northern  interests  which  cancelled 
the  Great  Northern  Ore  Lease  of  1907  as  to  most  of  the 
ore  lands  included  therein,  leaving  only  the  balance  of 
those  lands  in  the  possession  of  the  Steel  Corporation 
until  December  31,  1914. 


Answer  of  J.  H.  Gruber. 

This  answer  admits  the  making  of  the  Great  Northern 
Ore  Lease;  denies  joining  therein  as  Trustee;  denies  par- 
ticipation in  pools,  price-fixing  or  any  agreement  re- 
straining trade. 


Answer  of  Andrew  Carnegie. 

This  answer 

1.  Admits  the  allegations  of  the  petition  as  to  the 
Carnegie  Company's  ownership  of  properties;  denies 
that  the  purpose  or  effect  of  the  acquisition  of  the 
Duquesne  Steel  Works  by  the  Carnegie  Company  was 
monopoly  or  trade  restraint,  and  avers  that  the  only 
purpose  or  effect  of  the  acquisition  was  the  legitimate 
enlargement  of  the  business  of  the  company  (pp.  2-3). 

2.  Admits  the  sale  of  Mr.  Carnegie's  stock  in  the 
Carnegie  Company  to  the  Steel  Corporation  and  the  re- 
ceipt of  bonds  in  payment  therefor,  but  denies  partici- 
pation in  the  organization  of  the  Steel  Corporation,  and 
denies  the  averments  of  the  petition  tending  to  establish 
over-valuation  of  the  Carnegie  Company  in  its  sale  to 
the  Steel  Corporation  (pp.  3-4). 
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3.  Avers  that  Mr.  Carnegie's  motive  in  selling  to  the 
Steel  Corporation  was  a  desire  to  retire  from  active 
business,  and  denies  any  participation  in  or  knowledge 
of  such  business  since  the  sale  (pp.  5-6). 


Answer  of  E.  C.  Conveese. 
This  is  the  same  in  substance  as  the  answer  of  the 
Steel  Corporation,  except  that  it  disclaims  knowledge  of 
the  affairs  of  subsidiaries  other  than  the  National  Tube 
Company  and  the  Shelby  Steel  Tube  Company.  • 


Answer  of  John  D.  Rockefeller. 

This  answer 

1.  Admits  the  organization  of  the  Lake  Superior 
Consolidated  Iron  Mines,  but  denies  that  its  acquisi- 
tion of  Mesaba  mines  monopolized  or  restrained  trade 
(pp.  1-2). 

2.  Admits  the  organization  of  the  Bessemer  Steam- 
ship Company  (p.  2). 

3.  Denies  that  the  price  paid  by  the  Steel  Corpora- 
tion for  either  company  was  excessive.  Avers  that  the 
sale  was  made  in  the  full  belief  on  his  part  that  no  viola- 
tion of  the  Sherman  Law  was  involved  (p.  4). 

4.  Denies  participation  in  the  organization  of  the 
Steel  Corporation  or  in  its  subsequent  operations  or  in 
any  combination  to  monopolize  or  restrain  trade  in  iron 
or  steel  (pp.  5-7). 


Answer  of  John  D.  Rockefeller,  Jr. 

This  answer  is  the  same  in  substance  as  the  answer 
of  John  D.  Rockefeller. 
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Answer  of  William  P.  Palmer. 
This  answer 

1.  Admits  the  participation  of  the  American  Steel 
&  Wire  Company  in  the  horse-shoe,  wire  rope  and  copper 
wire  pools.  Avers  that  the  products  covered  by  these 
pools  comprised  less  than  three  per  cent,  of  the  total 
output  of  the  Wire  Company;  avers  that  the  Company 
withdrew  from  the  pools  in  1909  when  the  Steel  Cor- 
poration learned  of  their  existence  and  condemned  its 
participation  therein  (pp.  2-3). 

2.  Avers  that  such  pools  were  believed  to  be  lawful, 
and  that  they  did  not  prevent  competition,  limit  produc- 
tion or  fix  high  or  unreasonable  prices  (p.  3). 


The  petitioner  joined  issue  on  these  several  answers 
by  filing  replications  in  common  form. 


Statement  of  the  Questions  Involved. 

1.  Whether  the  natural  and  necessary  effect  of  the 
organization  of  the  Steel  Corporation  was  to  restrain 
trade  or  to  create  a  monopoly,  without  regard  to  the 
intent  of  its  organizers. 

2.  Whether  the  Steel  Corporation  was  organized  with 
intent  to  restrain  trade  or  to  create  a  monopoly,  as  shown 

(a)   By  the  testimony  of  the  participants  in  the  or- 
ganization. 

(&)   By  the  circumstances  surrounding  the  organiza- 
tion. 

(c)   By  the  after  conduct  of  the  corporation's  man- 
agers. 
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3.  Whether  the  Steel  Corporation  is  now  engaged  in 
restraining  trade  or  maintaining  a  monopoly  or  is 
threatening  or  has  the  power  to  do  either  the  one  or  the 
other. 

4.  Whether  the  subsidiaries  of  the  Steel  Corporation 
can  be  proceeded  against  in  this  action  and  whether  they 
are  now  engaged  in  restraining  trade  or  maintaining  a 
monopoly  or  are  threatening  to  do  either  the  one  or  the 
other. 


STATEMENT  OF  THE  CASE. 


As  to  the  Organization  of  the  Federal  Steel 
Company. 

The  United  States  Steel  Corporation  was  the  direct 
outgrowth  of  the  Federal  Steel  Company.  It  is  proper 
therefore  that  the  organization  of  the  latter  should  be 
first  considered.  It  was  formed  in  September,  1898,  with 
a  capitalization  of  $100,000,000.  The  petition  alleges  and 
the  answer  admits, 

(1)  That  upon  its  organization  the  Federal  Steel 
Company  acquired  the  entire  capital  stock  of  the  Illinois 
Steel  Company,  the  Lorain  Steel  Company  of  Ohio,  The 
Johnson  Company  of  Pennsylvania,  the  Minnesota  Iron 
Company,  and  the  Elgin,  Joliet  &  Eastern  Railway 
Company. 

(2)  That  the  Minnesota  Iron  Company  owned  or 
leased  about  40,000  acres  of  mineral  lands  in  Minnesota 
and  controlled  the  Duluth  &  Iron  Range  Railroad,  the 
Minnesota  Steamship  Company  and  the  Minnesota  Dock 
Company;  that  said  railroad  extended  from  Duluth  into 
the  district  in  which  was  located  the  iron  ore  owned  by 
the  Minnesota  Iron  Company  in  Minnesota;  that  the 
Minnesota  Steamship  Company  owned  a  fleet  of  nine 
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steel  steamships  and  seven  steel  barges  operating  on  the 
Great  Lakes. 

(3)  That  the  Illinois  Steel  Company  owned  large 
works  at  North  and  South  Chicago,  at  Chicago,  at  Joliet, 
Illinois,  and  at  Milwaukee,  Wisconsin ;  that  it  also  owned 
all  the  stocks  and  bonds  of  the  Chicago,  Lake  Shore  & 
Eastern  Railway  Company,  the  Chicago  &  Kenosha 
Railway  Company,  Chicago  and  Southeastern  Railroad 
Company,  the  Joliet  &  Blue  Island  Railway  Company, 
and  the  Milwaukee,  Bay  View  &  Chicago  Railway  Com- 
pany; that  it  also  owned  the  entire  capital  stock  of  the 
Southwest  Connellsville  Coke  Company  and  the  Cundy 
Iron  Company  of  Michigan,  and  owned  or  leased  about 
7,000  acres  of  ore  and  mineral  lands  in  Michigan. 

(4)  That  the  Elgin,  Joliet  &  Eastern  Railroad  ex- 
tended from  Waukegan,  Illinois,  around  Chicago,  to 
Porter,  Indiana,  and  connected  with  every  railroad  en- 
tering Chicago,  and  that  it  had  branches  to  Aurora  and 
Whiting,  Indiana,  and  South  Chicago,  Illinois,  where  it 
owned  extensive  wharves  and  other  terminal  property. 

(5)  That  the  property  of  the  Lorain  Steel  Company 
of  Ohio  consisted  of  a  large  steel  plant  at  Lorain,  Ohio, 
with  525  acres  of  land  on  the  Black  River. 

(6)  That  The  Johnson  Company  of  Pennsylvania 
owned  a  manufacturing  plant  and  150  acres  of  land  at 
Johnstown,  Pennsylvania. 

(7)  That  approximately  15  per  cent,  of  the  country's 
steel  ingot  production  was  acquired  by  the  Federal. 

Judge  Gary,  who  had  been  a  director  of  the  Illinois 
Steel  Company,  and  was  the  first  president  of  the  Federal, 
testified  that  the  Illinois  Company  had  been  struggling 
along  for  a  good  many  years  without  making  much  head- 
way, because  of  lack  of  capital  and  manufacturing 
facilities;    that    there   had    been    a    good    deal    of   dis- 
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cussion  among  the  officers  and  directors  of  the  company 
concerning  the  desirability  of  securing  additional  prop- 
erties, and  means  of  successfully  manufacturing  steel, 
and  the  conclusion  was  reached  that  it  was  necessary  to 
make  substantial  extensions  and  additions  if  the  com- 
pany was  to  maintain  a  position  in  the  trade;  that  about 
the  month  of  June,  1898,  a  proposition  was  received  from 
persons  interested  in  the  Elgin,  Joliet  &  Eastern  Bail- 
road  to  sell  that  railroad  to  the  Illinois  Company;  that 
it  was  urged  that  this  railroad  could  be  utilized  to  good 
advantage  by  the  steel  company  for  the  purpose  of  reach- 
ing and  connecting  its  Joliet  and  other  plants;  that  it 
was  not  considered  by  the  Illinois  people  that  the  pur- 
chase of  the  railroad  alone  would  be  desirable,  but  that 
it  might  be  desirable  to  amalgamate  it  with  the  Minne- 
sota Iron  Company,  the  Lorain  Company  and  the  Illinois 
Company,  and  so  secure  a  rounded-out  plant;  that  this 
would  give  the  amalgamated  company  the  ore  properties 
of  the  Minnesota  Company  in  the  Northwest,  a  railroad 
from  those  properties  to  Lake  Superior,  a  steamboat  line 
on  the  Lakes  which  would  convey  the  ore  from  the  docks 
at  Two  Harbors  to  the  manufacturing  plants  located  on 
the  Lakes,  and  it  would  have,  in  addition,  steam  and  cok- 
ing coal  properties  in  Pennsylvania  and  elsewhere,  and 
transportation  companies  which  would  furnish  good  fa- 
cilities for  the  delivery  of  products  between  its  mills  and 
from  the  mills  to  the  trunk  lines  (K.,  XII,  4693-5). 

Shortly  thereafter  the  matter  was  taken  up  with  the 
principal  owners  of  the  various  companies  named,  and 
finally  a  meeting  was  held  at  the  Holland  House  in  the 
City  of  New  York,  at  which  it  was  agreed  to  amalgamate 
said  companies  under  the  name  of  the  Federal  Steel  Com- 
pany (E.,  XII,  4707-8). 

Value  of  the  Federal  Steel  Units  and  the  Price  Paid  for 

the  Same. 

Government  Exhibit  298  (G.  E.,  V,  Pt.  2,  1761) 
shows  that  there  was  issued  (1)  for  $18,650,635.  of 
Illinois  Steel  Company  stock  and  |3,730,127.   of  cash, 
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$18,650,635.  of  Federal  preferred  and  |14,920,508.  of 
Federal  common;  (2)  for  f  16,500,000.  of  Minnesota  Iron 
Company  stock  and  $4,471,500.  of  cash,  $22,357,500.  of 
Federal  preferred  and  $17,886,000.  of  Federal  common; 
and  (3)  for  $6,000,000.  Elgin,  Joliet  &  Eastern  Railroad 
stock  and  $1,050,000.  of  cash,  $5,250,000.  of  Federal  pre- 
ferred and  $4,200,000.  of  Federal  common. 

Government  Exhibit  301  (G.  E.,  V,  Pt.  2,  1763)  gives 
the  quotations  on  Minnesota  stock  September,  1898,  as 
follows : 

High,  9934;  Low,  88%. 

No  quotations  were  given  on  Illinois  stock  after  June, 
1898.  Government  Exhibit  300  (G.  E.,  V,  Pt.  2,  1762) 
gives  the  quotations  for  that  month  as  follows : 

High,  60;  Low,  54%. 

Government  Exhibit  303  (G.  E.,  V,  Pt.  2,  1765)  gives 
the  average  quotations  on  Federal  stock  during  1899  as 
follows : 

Preferred,  $82.32;  Common,  $57.38. 

The  application  of  the  Federal  to  list  its  stock  on  the 
New  York  Stock  Exchange  appears  in  G.  E.,  V,  Pt.  2, 
1798  et  seq. 

Luther  Conant,  Jr.,  Commissioner  of  Corporations, 
stated  that  according  to  information  received  from  the 
Steel  Corporation,  there  was  issued  for  $5,017,800.  of 
Lorain  Company  stock  and  $3,000,000.  Johnson  Com- 
pany stock,  $1,322,200.  of  Federal  preferred  stock  and 
$1,054,800.  of  Federal  common;  that  in  addition  the 
Federal  paid  $2,647,231.  in  cash  for  Lorain,  and  that  the 
original  cost  of  the  Lorain  Company's  properties  was 
almost  exactly  $4,000,000.  (R.,  VII,  2807-8). 

Mr.  A.  J.  Moxham,  who  was  President  of  the  Lorain 
Steel  Company  at  the  time  it  was  sold  to  the  Federal 
and  was  called  as  a  witness  by  the  Government,  stated 
that  the  material  which  the  Lorain  Company  had  on  hand 
was  ascertained  by  stock  taking  and  was  paid  for  at 
market  rates,  and  that  the  property    (plant)    was  ap- 
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praised  by  Robert  Hunt  and  Mr.  Forsythe  of  Ohio;  that 
he  does  not  remember  the  figures,  but  that  they  were 
somewhere  near  f  5,000,000  (E.,  IV,  1546). 

No  evidence  was  offered  by  the  Government  as  to  the 
actual  value  of  the  properties  taken  over  except  that  of 
Mr.  Moxham  as  to  the  Lorain. 

For  the  defense  Judge  Gary  testified  that  the  ac- 
countants of  the  various  amalgamated  companies  ascer- 
tained the  book  value  of  the  properties  of  each  company 
(E.,  XII,  4708)  ;  that  the  combined  book  value  so  ascer- 
tained amounted  to  $56,000,000.,  in  which  was  included 
$10,000,000.  of  net  cash  assets;  that  to  this  was  added 
about  $31,000,000.  as  the  estimated  value  of  the  proper- 
ties over  and  above  their  book  value,  and  about  $14,000,- 
000.  new  capital  provided  by  a  syndicate  (E.,  XII, 
4693).  The  increased  value  thus  added  Judge  Gary 
said  was  found  chiefly  in  the  coal  lands  of  the  various 
companies,  the  railroad  properties  taken  over  and  the 
Chicago  real  estate  of  the  Illinois  Company  (E.,  XII, 
4709-10).  He  said  that  the  properties  taken  over  were 
actually  worth  more  than  the  amount  of  stock  issued  for 
them  (E.,  XII,  4715). 

Eobert  Bacon,  who  had  been  a  director  of  the  Illinois 
Company  and  took  part  in  the  organization  of  the  Fed- 
eral, said  that  the  various  concerns  were  taken  over  at 
what  "we  believed  to  be  their  actual  value"  (E.,  XIV, 
5472). 

As  to  the  Compensation  of  the  Underwriting  Syndicate. 

The  Petition  alleges  (p.  4)  that  the  underwriting 
syndicate  of  the  Federal  Steel  Company  received  ap- 
proximately $5,680,000.  in  preferred  stock  and  $8,400,- 
000.  in  common  stock  for  approximately  $4,800,000.  in 
cash  and  their  services  in  organizing  the  concern. 

The  Government  offered  in  evidence  as  Exhibit  406 
the  syndicate  agreement,  which  will  be  found  in  Vol.  IX, 
p.  2381,  of  the  Government  Exhibits.  From  this  it  appears 
that  the  syndicate  was  to  furnish  $14,075,000.  in  money, 
less  so  much  thereof  as  might  be  furnished  by  the  stock- 
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holders  of  the  constituent  companies  under  a  subscription 
plan  recited  in  the  syndicate  agreement.  For  the  $14,- 
075,000.  in  money  and  their  risk  and  services  the  syndicate 
subscribers  "were  to  receive  46,250  shares  of  preferred 
stock  and  440,190  shares  of  common  stock,  and  on  the  com- 
pletion of  the  transaction  10,556  additional  shares  of  pre- 
ferred stock.  The  440,190  shares  of  common  stock,  how- 
ever, were  to  be  reduced  to  the  extent  the  same  might  be 
taken  by  the  stockholders  of  the  constituent  companies 
under  the  subscription  plan. 

It  appears  by  Government  Exhibit  298-299  (G.  E.,  V, 
Pt.  2,  1761)  that  the  stockholders  contributed  $9,251,627. 
in  money,  leaving  the  amount  to  be  contributed  by  the 
syndicate  $4,823,373.  It  appears  by  the  same  exhibit  that 
the  stockholders  received  of  common  stock  370,065  shares, 
leaving  only  70,125  shares  of  common  stock  to  be  received 
by  the  syndicate  subscribers. 

It  thus  appears  that  the  syndicate  received  56,806 
shares  of  preferred  stock,  which  at  the  market  value 
claimed  to  be  shown  by  Government  Exhibit  303  as  above 
amounted  to  $4,676,269;  also  70,125  shares  of  common 
stock,  which  at  the  market  value  claimed  to  be  shown  by 
the  same  exhibit,  amounted  to  $4,023,772,  making  a  total 
of  $8,700,041.  Deducting  from  this  the  $4,823,373  con- 
tributed by  the  syndicate  in  cash  left  the  subscribers  as 
compensation  for  their  risk  and  services  $3,876,668. 

Competition  Between  the   Constituents  of  the  Federal 
Steel  Company. 

The  petition  alleges  that  the  Illinois  and  the  Lorain 
companies  were  competitors  previous  to  the  combination. 

The  only  witness  called  by  the  Government  in  sup- 
port of  this  allegation  was  A.  J.  Moxham,  already  men- 
tioned. He  testified  that  the  Lorain  Company  made 
girder  rails  almost  entirely;  that  it  made  a  few  T  rails 
(E.,  IV,  1543)  and  that  it  sold  billets  and  slabs  in  its  home 
market,  Cleveland  and  vicinity,  in  competition  with  the 
Carnegie  Company.  He  said  that  at  the  time  of  the  sale 
the  Lorain  Company  had  a  rail  mill  that  could  be  used  for 
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the  manufacture  of  T  rails;  that  this  was  the  last  en- 
largement they  made  and  that  it  was  made  in  order  to 
fit  the  company  to  go  into  the  standard  T  rail  business ; 
that  it  was  an  alteration  or  rather  an  addition  to  the 
same  mill  they  had  before;  that  it  was  not  a  new  mill, 
and  that  if  they  had  put  it  on  T  rails  and  nothing  else 
it  had  a  capacity,  he  should  think,  of  about  1,250  to  1,400 
tons  a  day.  He  stated  that  they  had  been  trying  to  sell 
the  Lorain  properties  for  a  considerable  time  and  that 
in  their  efforts  to  sell  the  properties  they  had  negotiated 
with  a  good  many  different  parties,  Mr.  Carnegie  among 
others  (E.,  IV,  1544-5). 

On  cross-examination  Mr.  Moxham  said  that  neither 
the  Lorain  nor  the  Johnstown  plant  was  at  the  time  of 
the  sale  in  competition  with  the  Illinois  Steel  Company 
(R.,  IV,  1546). 

For  the  defense  Judge  Gary  testified  that  there  was 
no  competition  between  the  companies  taken  over  by  the 
Federal,  except  that  the  Lorain  Company  had  a  mill  for 
the  manufacture  of  girder  rails  at  Lorain  and  it  could 
manufacture  standard  rails  but  not  economically,  and 
did  to  a  very  small  extent  manufacture  them,  but  not  in 
sufficient  quantity  to  be  considered  a  competitor  in  stand- 
ard rails  with  the  Illinois  Steel  Company ;  that  the  Lorain 
plant  was  not  constructed  for  the  purpose  of  manufac- 
turing standard  rails  as  an  important  part  of  its  business 
(R.,  XII,  4692). 

Mr.  Schwab  said  he  was  sure  that  the  Johnson  Com- 
pany (Lorain)  was  never  well  equipped  to  make  ordinary 
rails  in  a  merchant  way;  that  it  is  quite  likely  they  made 
a  few  rails  in  1897  for  the  purpose  of  getting  a  participa- 
tion in  a  pool,  or  payment  for  participation  in  a  pool,  but, 
"be  assured  of  the  fact  that  the  Johnson  works  had  no 
rail  mill  built  for  the  purpose  of  making  rails,  the  or- 
dinary railway  rails.  Their  business  was  street  rails" 
(E.,  XI,  4231). 

W.  J.  Filbert,  comptroller  of  the  Steel  Corporation, 
testified  that  the  standard  rail  production  of  the  Lorain 
Company  in  1897  was  20,240  tons  as  against  408,467  tons 

Digitized  by  Microsoft® 


33 

produced    by    the    Illinois    Steel    Company    (R.,    XIV, 

5594). 

Purpose  of  the  Federal  Organisation. 

The  petition  alleges  that  the  purpose  and  effect  of 
the  Federal  organization  were  a  combination  between  the 
consolidated  companies  and  the  Federal  Steel  Company 
in  restraint  of  trade  and  commerce  among  the  several 
states  and  with  foreign  nations  (p.  4). 

The  answer  says  that  the  purpose  of  the  organiza- 
tion was  to  bring  together  under  one  management 
plants,  properties  and  processes  which,  although  eco- 
nomically and  scientifically  integral  parts  of  one  com- 
plete plant  and  process,  had  theretofore  been  operated 
as  separate  and  independent  units,  and  that  the  effect  was 
not  to  restrain  but  to  extend  trade  and  to  cheapen  pro- 
duction both  to  the  manufacturer  and  consumer  (p.  4). 

No  witness  was  called  by  the  Government  to  show 
that  either  the  purpose  or  effect  of  the  organization  of 
the  Federal  Steel  Company  was  as  claimed  in  the  peti- 
tion. 

For  the  defense  Judge  Gary  testified  that  the  Federal 
Steel  Company  was  not  formed  with  any  purpose  of 
creating  a  monopoly  or  restraining  trade  in  any  steel 
product  or  in  any  element  that  enters  into  the  produc- 
tion of  steel;  that  the  organization  was  a  strictly  busi- 
ness proposition;  that  the  objects  and  intentions  were 
to  form  a  rounded-out  and  practical  organization  which 
it  was  believed  at  that  time  would  produce  and  distribute 
to  the  best  advantage  and  at  the  least  cost,  and  increase 
the  business  at  home  and  abroad,  and  that  the  matter 
of  acquiring  a  monopoly,  suppressing  competition  and 
restraining  trade  was  neither  discussed,  alluded  to  nor 
considered  in  any  of  the  meetings  when  the  question  of 
amalgamation  was  under  discussion  or  consideration 
(R.,  XII,  4717-8). 

Mr.  Bacon  said  that  the  object  of  forming  the  Fed- 
eral was  to  create  for  the  first  time  a  company  which, 
in  addition  to  manufacturing  facilities,  should  own  its 
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own  raw  material  and  transportation  facilities  (E.,  XIV, 
5472). 

J.  V.  W.  Eeynders,  a  witness  for  the  Government, 
testified  that  he  had  been  connected  with  the  Pennsyl- 
vania Steel  Company  for  twenty-one  years  and  at  the 
date  of  his  testimony  was  vice-president  of  that  company 
(E.,  IV,  1487-8) ;  that  it  was  in  the  late  nineties  or  about 
the  middle  nineties  that  the  tendency  toward  integration 
in  the  steel  business  developed;  that  the  steel  business 
as  a  whole  was  in  a  very  critical  condition  in  the  early 
nineties;  that  the  conditions  were  such  that  he  presumed 
that  integration  was  resorted  to  as  a  matter  of  self-pres- 
ervation ;  that  it  started  with  the  integration  of  a  series 
of  units,  as  a  rule  representing  some  particular  line  of 
products,  and  as  a  subsequent  development  these  several 
units  were  formed  into  a  larger  unit,  covering  practically 
the  entire  field  of  steel  production  (E.,  IV,  1507). 

(See  also  testimony  of  Mr.  Eoberts,  E.,  XII,  4933-7; 
XIII,  4939-46.) 

As  to  the  Organization  of  the  United  States  Steel 
Corporation. 

Circumstances  Leading  to  Such  Organization. 

Judge  Gary  testified  that  after  beginning  business 
with  the  Federal  they  discovered  deficiencies  in  its  organ- 
ization, and  met  with  difficulties  in  attaining  the  objects 
for  which  it  had  been  organized;  that  the  plan  and  organ- 
ization was  good  as  far  as  it  went,  but  that  the  organiza- 
tion was  too  small;  that  the  capital  employed  was  too 
small,  and  that  the  facilities  possessed  for  finishing  steel 
were  not  sufficiently  diversified.  He  said  that  the  com- 
pany lacked  finishing  mills,  and  that  its  locations  were 
not  the  best,  or  good  enough  to  develop  a  foreign  trade 
as  they  had  hoped;  that  in  fact,  the  Federal  was  only 
the  beginning  of  a  plan  of  organization  to  carry  into 
practical  and  successful  effect  what  they  had  in  mind 
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and  thought  they  could  accomplish  when  they  organized 
(B.,  XII,  4718-9). 

He  said  that  in  order  to  overcome  these  difficulties  so 
far  as  might  be,  they  attempted  to  secure  additional  capi- 
tal for  the  purpose  of  building  and  completing  finishing 
mills;  that  they  got  up  a  plan  for  raising  money  by 
voluntary  subscriptions  from  those  interested  in  the 
Federal,  but  did  not  succeed  very  well;  that  they  pro- 
posed to  issue  bonds  and  had  a  mortgage  formulated; 
that  the  amount  proposed  to  be  raised  in  this  way  was 
$45,000,000;  that  some  of  the  directors  subscribed  for 
their  proportion,  but  others  did  not;  that  while  the  mat- 
ter hung  fire,  the  opportunity  offered  to  buy  other  prop- 
erties owned  by  other  companies  which  would  avoid 
the  necessity  of  raising  so  much  money,  and  would  give 
them  the  completed  organization  and  completed  proper- 
ties which  they  desired,  and  would  afford  a  great  diver- 
sity of  business,  and  enable  them  to  do  what  they  had 
been  desirous  of  doing,  but  had  failed  to  accomplish 
(R,  XII,  4719-22). 

On  cross-examination  the  Judge  said : 

"At  the  time  we  formed  the  Federal  Steel, 
we  believed  we  were  forming  and  carrying  into 
effect  a  plan  which  would  be  effective.  It  proved 
to  be  ineffective,  inefficient,  as  I  have  attempted 
to  describe.  At  that  time  we  had  no  idea  of 
taking  in  any  other  companies — purchasing  any 
other  going  concerns.  It  was  after  we  had  formed 
the  Federal  Steel  and  found  by  practical  ex- 
perience that  it  was  inefficient,  too  small,  and 
really  only  the  beginning  of  securing  facilities 
which  we  had  hoped  to  secure  when  we  formed 
the  Federal  Steel,  by  the  acquisition  of  these  prop- 
erties and  perhaps,  if  necessary,  building  addi- 
tional mills;  after  we  had  been  going  for  some 
time,  and  after  we  had  failed  to  secure  funds  to 
build  additional  finishing  mills,  so  as  to  give  a 
diversity  of  products,  then  it  was  we  availed  our- 
selves of  the  opportunity  to  buy  these  other  plants 
which  went  into  the  United  States  Steel  Corp- 
oration." (E.,  XIII,  52S1). 
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Mr.  Bacon  testified  that  the  Federal  lacked  a  great 
many  finishing  mills  and  distributing  plants,  and  was 
very  incomplete;  that  after  a  good  deal  of  thought  and 
discussion  there  were  plans  made  to  finance,  if  possible, 
new  additions  to  make  the  whole  more  complete;  that 
there  was  a  mortgage  created  for  that  purpose  and  sev- 
eral attempts  made  to  sell  bonds  or  otherwise  finance 
the  proposition,  but  they  never  had  been  successful  (R., 
XIV,  5473-4.). 

Judge  Gary  said  that  the  question  of  acquiring  other 
properties  first  came  up  through  a  suggestion  of  Mr. 
Henry  C.  Frick,  he  thinks,  in  1899 ;  that  Mr.  Frick  came 
to  his  office  and  suggested  that  it  would  be  a  good  thing 
for  the  Federal  interests  to  purchase  the  Carnegie  prop- 
erties and,  perhaps  with  them,  some  other  properties 
which  included  finishing  mills  of  various  kinds,  naming 
the  Wire  Company,  the  Tin  Plate  Company  and  some 
others  (R.,  XII,  4722)  ;  that  he  discussed  the  matter 
with  his  associate  directors  on  the  Federal,  but  that  they 
ascertained  that  Mr.  Frick  was  not  willing  to  agree  that 
the  Carnegie  organization,  including  himself,  would  re- 
main in  the  company  and  assist  in  carrying  on  the  busi- 
ness, and  that  for  this  reason  they  dropped  the  negotia- 
tions (R.,  XII,  4722-3)  ;  that  the  next  thing  he  heard 
about  the  Carnegie  properties  was  when  what  is  known 
as  the  Moore  option  was  given  to  the  Moore  Brothers  by 
the  Carnegie  owners ;  that  Mr.  Coster  of  the  firm  of  J.  P. 
Morgan  &  Co.  spoke  to  him  about  the  option,  but  that 
nothing  came  of  it;  that  the  option  was  not  exercised 
and  the  properties  were  not  taken  (R.,  XII,  4723-4)  ; 
that  next  Mr.  Schwab  approached  him,  he  thinks  early 
in  1900,  with  a  statement  that  the  Federal  ought  to  take 
over  the  Carnegie  properties — that  they  ought  to  buy 
them,  and  that  they  could  be  bought.  He  said  he  there- 
upon approached  Mr.  Morgan  to  see  what,  if  anything, 
the  latter  would  do  in  the  direction  of  financing  such 
a  purchase;  that  he  urged  upon  Mr.  Morgan  the  benefit 
which  he  thought  the  acquisition  of  the  Carnegie  property 
and  other  properties  would  be  to  the  Federal  Steel  Com- 
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pany ;  that  Mr.  Morgan  did  not  say  very  much,  but  seemed 
disinclined  to  take  the  matter  up ;  that  about  two  months 
later  Mr.  Schwab  approached  him  again  and  repeated 
his  suggestion  that  the  Federal  purchase  the  Carnegie 
properties;  that  the  matter  was  discussed  from  time 
to  time  by  the  Federal  directors,  and  the  discussion  ran 
along  parallel  with  the  projects  or  attempts  to  further 
finance  the  company  (R.,  XII,  4724-6). 

Mr.  Schwab  said  that  the  first  attempt  to  sell  the 
Carnegie  properties,  according  to  his  recollection,  was 
made  by  Mr.  Frick  about  1897;  that  Mr.  Frick  tried  to 
sell  the  properties  to  the  Standard  Oil  interests  repre- 
sented by  Mr.  Henry  Rogers,  and  in  making  the  attempt 
Mr.  Frick  had  the  assent  of  his  co-partners  (R.,  XI, 
4132-3)  ;  that  the  second  attempt  was  when  Mr.  Frick 
secured  from  Mr.  Carnegie  and  the  other  partners  an 
option  to  Judge  Moore,  which  he  thinks  was  about  a  year 
after  the  attempt  to  sell  to  the  Standard  Oil  interests, 
and  that  all  the  partners  joined  in  or  assented  to  this 
option  (R.,  XI,  4133). 

Mr.  Schwab  said  that  Mr.  Carnegie  gave  as  his  reason 
for  wanting  to  sell,  his  desire  to  devote  his  life  and  money 
to  philanthropic  purposes ;  that  this  was  his  chief  reason ; 
that  he  wanted  to  get  money  or  securities  that  he  could 
use  for  that  purpose.  He  said  that  Mr.  Carnegie's  part- 
ners were  ready  to  join,  and  did  join,  in  the  options  and 
final  offer  of  sale  chiefly  because  they  did  not  think  that 
the  Carnegie  Company  without  Carnegie  would  be  quite 
so  good  as  it  was  with  him,  and  further  because  the  pur- 
chase of  Mr.  Carnegie's  interest  would  have  left  the  rest 
of  them  in  a  pretty  bad  way  for  financial  credit.  He  said 
that  he  had  not  paid  for  his  stock  in  the  Carnegie  Com- 
pany and  did  not  have  possession  of  it  and  was  person- 
ally very  anxious  to  sell,  and  that  Mr.  Frick  was  also 
anxious  (R.,  XI,  4189-90). 

James  H.  Reed,  who  was  counsel  for  Mr.  Carnegie 
and  the  Carnegie  Steel  Company  at  the  time  the  Steel 
Corporation  was  formed,  said  that  all  the  stockholders 
of  the  Carnegie  Company  were  desirous  of  making  some 
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permanent  disposition  of  the  Carnegie  property;  that 
there  had  been  quite  serious  dissensions  between  Mr. 
Frick  and  Mr.  Carnegie,  as  the  leaders,  resulting  in  liti- 
gation, and  that  although  the  litigation  had  ended,  entire 
harmony  was  not  restored;  that  Mr.  Carnegie  had  a 
majority  interest  in  the  company;  that  he  was  growing 
old  and  was  anxious  to  get  out  of  business  and  get  his 
interest  into  investment  shape  and  devote  himself  to 
philanthropy  and  peace  (E.,  XIV,  5655-7). 

On  December  12,  1900  (E.,  XI,  4337),  one  Charles 
Stuart  Smith  gave  a  dinner  in  New  York  to  Mr.  Schwab 
and  invited  about  eighty  representative  bankers  and  busi- 
ness men  to  meet  him.  Mr.  Morgan  was  invited  to  this 
dinner,  and  was  seated  next  to  Mr.  Schwab.  Mr.  Schwab 
was  called  upon  to  speak,  and  dwelt  upon  the  advantages 
that  might  be  derived  from  doing  a  manufacturing  busi- 
ness on  a  larger  scale  than  had  been  theretofore  at- 
tempted. He  claimed  that  the  steel  manufacturers  had 
then  reached  the  limit,  or  very  nearly  so,  at  which  econ- 
omies from  a  metallurgical  or  mechanical  standpoint 
could  be  effected,  and  that  the  next  great  step  in  the 
economical  manufacture  of  steel  would  be  to  so  regulate 
the  business  and  plants,  in  manufacturing,  as  to  produce 
in  single  mills  on  a  large  scale  articles  which  had  there- 
tofore been  produced  in  a  diversity  of  mills,  and  that  in 
particular,  a  great  export  business  from  this  country  in 
iron  and  steel  could  be  done  by  concentration  and  large 
scale  production  (E.,  Schwab,  XI,  4134-6). 

Mr.  Schwab  said  that  Mr.  Morgan  listened  to  his 
speech  with  interest  and  after  the  dinner  asked  him  to 
sit  down  and  talk  with  him  for  a  few  minutes,  which  he 
did,  and  that  he  and  Mr.  Morgan  then  went  over  the  mat- 
ter again  at  more  length  and  with  more  amplifications 
upon  the  subject  (E.,  XI,  4137). 

Mr.  Bacon  said  that  a  few  days  after  the  Smith  din- 
ner Mr.  Morgan  told  him  of  his  conversation  with  Mr. 
Schwab.  He  said  that  it  was  evident  that  Mr.  Morgan 
had  been  very  much  impressed  by  the  new  light  that  had 
been  thrown  upon  the  whole  steel  situation,  its  growth 
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and  possibilities,  and  that  for  the  first  time  Mr.  Morgan 
then  indicated  to  him  that  it  seemed  a  possible  thing  to 
undertake  the  purchase  of  the  Carnegie  Company 
(R.,  XIV,  5476). 

Mr.  Schwab  testified  that  within  a  week  or  two  after 
the  Smith  dinner  Mr.  Morgan  sent  for  him,  and  the  whole 
subject  of  his  (Schwab's)  speech  was  gone  into  with 
much  more  detail  (R.,  XI,  4137,  4390) ;  that  he  pointed 
out  to  Mr.  Morgan  the  economies  and  advantages  that 
would  result  from  the  application  of  his  theories  to  the 
steel  industry;  that  the  chief  discussion  of  the  evening 
was  with  regard  to  the  advisability  of  forming  a  large 
corporation  with  facilities  for  manufacturing  in  all 
lines;  that  he  pointed  out  that  the  steel  business  in 
general  had  up  to  that  time  been  nominal  with  reference 
to  exports;  that  in  his  opinion  it  could  only  be  made 
profitable,  and  possible,  by  such  an  organization  as  he 
outlined;  that  no  company  selling  an  individual  line  or 
one  or  two  lines  could  hope  to  successfully  compete  for 
foreign  business,  where  they  were  not  prepared  to  furnish 
the  customer  every  line  that  he  might  require  for  a  struc- 
ture, or  a  business,  and  that  half  a  dozen  or  a  dozen  in- 
dividual companies  could  not  afford  the  expense  or  the 
organization  or  the  talent  necessary  to  make  a  successful 
export  business,  while  such  a  company  as  he  outlined 
could.  He  said  he  enlarged  and  perhaps  made  a  more 
strenuous  talk  to  Mr.  Morgan  upon  the  subject  of  export, 
and  our  ability  to  export,  and  foreign  business  in  foreign 
markets  than  any  other,  except  only  the  economic  ad- 
vantages above  referred  to.  He  said  that  he  pointed  out 
to  Mr.  Morgan  the  steel  plants  which  he  thought  would 
accomplish  all  the  results  outlined ;  that  they  did  not  by 
any  means  embrace  all  companies  in  the  United  States, 
but  those  which  he  thought  would  effectively  make  such 
an  organization  as  he  outlined,  and  that  they  were  such 
as  to  cover  all  the  branches  of  the  industry  (R.,  XI,  4137- 
40). 

Mr.  Schwab  said  that  Mr.  Morgan  was  very  much 
interested  and  told  him  that  if  he  could  secure  a  price 
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from  Mr.  Carnegie,  he,  Mr.  Morgan,  would  undertake 
the  formation  of  such  a  company  as  Mr.  Schwab  outlined, 
and  that  within  two  or  three  days  thereafter  he  obtained 
and  gave  to  Mr.  Morgan  the  figures  upon  which  Mr. 
Carnegie  would  sell  out  (K.,  XI,  4141-2). 

Mr.  Bacon,  who  was  present  at  the  interview,  said 
that  the  subject  matter  of  the  conversation  was  the  pur- 
chase of  the  Carnegie  Steel  Company  and  the  justification 
of  the  price  at  which  Mr.  Carnegie  was  willing  to  sell, 
based  upon  Mr.  Schwab's  conviction  of  the  tremendous 
growth  of  the  steel  business  which  was  very  evident  at 
that  time;  that  Mr.  Schwab  tried  to  convince  Mr. 
Morgan,  and  to  impress  him  with  the  fact  that  the  iron 
and  steel  business  was  just  bursting  into  a  new  and  tre- 
mendous field  of  importance  and  activity  and  consump- 
tion and  that  this  justified  the  purchase  of  the  Carnegie 
Company  and  of  others  to  meet  the  new  conditions 
(E.,  XIV,  5477-8). 

On  the  day  following  Mr.  Schwab's  visit  Mr.  Bacon, 
at  Mr.  Morgan's  request,  called  upon  Judge  Gary  and 
told  him  that  Mr.  Morgan  was  desirous  of  having  his 
opinion  in  regard  to  the  purchase  of  the  Carnegie  prop- 
erty, and  was  also  anxious  to  know  what  it  was  as  a 
business  proposition.  The  whole  day  was  spent  by  Judge 
Gary  and  Mr.  Bacon  in  going  over  the  subject,  and  it 
was  arranged  that  they  should  meet  the  next  day  at  Mr. 
Morgan's  office  to  go  over  it  with  him  (K.,  Gary,  XII, 
4728-9;  Bacon,  XIV,  5478-9). 

At  this  meeting  Mr.  Morgan  brought  up  the  subject 
by  saying  that  the  proposition  of  the  Carnegie  people 
was  a  very  important  one,  and  that  he  would  like  to 
know  what  the  opinion  of  the  Federal  people  was  about 
the  purchase;  that  if  it  was  considered  a  good  business 
proposition  he  would  consider  the  advisability  of  trying 
to  form  a  syndicate  to  finance  it;  that  he  had  been  much 
impressed  with  the  remarks  of  Mr.  Schwab,  who  was 
recognized  as  a  very  able  man  and  one  of  the  leading 
steel  manufacturers,  and  that  he  would  like  to  have  the 
business  part  of  it  thoroughly  considered.     It  was  then 
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arranged  to  call  together  the  leading  men  of  the  Federal 
Steel  Company,  and  in  response  to  telephonic  requests 
Mr.  H.  H.  Porter,  Mr.  H.  H.  Eogers,  Mr.  D.  O.  Mills, 
Mr.  Nathaniel  Thayer  and  Mr.  Norman  B.  Eeam  were 
got  together  during  the  day.  All  of  them  were  directors. 
Mr.  Marshall  Field,  who  was  also  a  director,  did  not 
attend,  but  the  proposition  was  discussed  with  him  over 
the  telephone.  Before  the  end  of  the  day  it  was  unani- 
mously agreed  by  the  directors  present  that  it  would 
be  advisable  to  accept  the  Carnegie  offer  if  the  proposi- 
tion could  be  financed  (E.,  Gary,  XII,  4730-2;  Bacon, 
XIV,  5479). 

Judge  Gary  said  that  in  the  matter  of  organizing  the 
United  States  Steel  Corporation  J.  P.  Morgan  &  Co. 
were  the  financiers;  that  they  did  not  assume  to  be  any- 
thing else;  that  they  were  asked  to  be  the  financiers; 
that  so  far  as  the  business  questions  were  concerned, 
they  did  not  assume  to  act;  that  they  were  representing, 
in  securing  the  properties  purchased,  the  Federal  Steel 
interests,  but  that  their  general  attitude  was  broader 
than  that;  that  of  course  the  organization  of  the  United 
States  Steel  Corporation  was  not  possible  except  for  the 
strength  and  influence  of  J.  P.  Morgan;  first,  because  it 
was  necessary  to  have  a  financial  concern  of  his  strength, 
and  there  was  no  other  that  was  comparable  to  Mr.  Mor- 
gan in  that  regard,  and  second,  because  the  men  con- 
nected with  the  various  subsidiary  companies  had  con- 
fidence in  J.  P.  Morgan  and  his  firm  and  anything  that 
he  would  finance  or  anything  that  he  would  become  con- 
nected with  or  stand  for;  that  while  the  Federal  Steel 
Company  or  the  Federal  Steel  men  were  the  ones  who 
were  desirous  of  accomplishing  the  organization  and  its 
result,  and  had  charge  of  the  business  part  of  it  and 
really  controlled  and  decided  the  business  questions  that 
came  up  from  time  to  time,  yet  they  needed  the  financial 
strength  and  influence  of  J.  P.  Morgan  in  order  to  ac- 
complish what  was  accomplished,  and  could  not  have 
succeeded  otherwise.  He  added:  "We  used  the  great 
strength  and  influence  and  reputation  of  J.  P.  Morgan  & 
Co.  so  far  as  we  goj^^ul^^XII,  4766-7). 
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Judge  Gary  said  there  was  no  doubt  that  Mr. 
Schwab's  speech  at  the  Smith  dinner  had  a  deciding  in- 
fluence on  the  mind  of  Mr.  Morgan  in  consenting  to 
finance  the  proposition  (R.,  XII,  4768). 

Selection  of  United  States  Steel  Corporation  Units. 

Mr.  Bacon  said  that  it  was  believed  by  all  the  men 
present  at  the  conference  referred  to— the  directors  of 
the  Federal  Steel  Company— that  if  the  Carnegie  was 
purchased  other  units  should  be  purchased  as  well ;  that 
these  units  were  all  considered  and  were  chosen  upon 
the  principle  of  furnishing  each  an  essential  part  of  a 
completed  whole;  a  new  company  which  should  manu- 
facture all  kinds  of  iron  and  steel  products,  owning  its 
raw  material  and  facilities  for  transportation  of  raw 
material  to  the  mills  and  finishing  plants.  He  said  that 
it  was  determined  that  day  to  go  right  ahead  and  see 
if  the  properties  selected  could  be  bought  upon  a  satis- 
factory basis   (E.,  XIV,  5480). 

Mr.  Schwab  said  that  he  was  consulted  about  the 
additional  plants  to  be  purchased,  and  advised  in  favor 
of  the  Tube,  the  Hoop,  the  Wire,  the  Tin  Plate,  the 
Sheet  and  the  Bridge  companies  as  furnishing  lines  which 
the  Carnegie  and  Federal  did  not  have  (R.,  XI,  4144). 
He  said  that  he  advised  against  the  purchase  of  such 
plants  as  Jones  &  Laughlin,  Pennsylvania  Steel  Com- 
pany and  the  Cambria  because  they  were  in  practically 
the  same  lines  as  the  Carnegie  Company  and  would  add 
no  efficiency  to  the  organization  (R.,  XI,  4143). 

Judge  Gary  said  that  the  selection  of  the  various 
properties  was  made  on  the  principle  of  securing  what 
seemed  to  the  Federal  directors  to  be  the  best  located 
companies,  with  good  facilities  for  carrying  on  the  re- 
spective branches  of  the  iron  and  steel  industry  in  such 
a  way  as  to  supplement  one  another  and  to  form  and 
complete  an  organization  which  would  give  them  a  self- 
contained,  complete,  rounded-out  business  proposition 
that  would  enable  them  to  manufacture  at  the  lowest 
cost  all  of  the  principal  forms  of  finished  steel  for  sale 
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in  all  parts  of  the  world;  that  they  did  not  secure,  or 
attempt  to  secure,  any  of  the  other  companies,  although 
they  might  have  done  so,  because,  in  their  opinion,  they 
did  not  need  them  for  the  business  purposes  which  they 
contemplated  (E.,  XII,  4757). 

The  additional  properties  selected  for  purchase  were 
the  American  Steel  &  Wire  Company,  the  National  Tube 
Company,  the  American  Tin  Plate  Company,  the  Ameri- 
can Steel  Hoop  Company,  the  American  Sheet  Steel 
Company,  the  American  Bridge  Company  and  the  Lake 
Superior  Consolidated  Iron  Mines. 

Edmund  W.  Mudge,  a  witness  for  the  Government, 
said  that  the  tin  plate  business  was  very  important  and 
has  now  grown  to  be  very  large  and  uses  between  700,- 
000  and  1,000,000  tons  of  raw  steel  a  year ;  that  the  wire 
industry  was  also  important,  and  the  country's  output 
of  wire  now  exceeds  any  other  tonnage,  with  the  possible 
exception  of  rails.  He  said  that  the  Federal  Steel  Com- 
pany at  the  time  these  properties  were  taken  over  had 
neither  a  tin  plate  mill  nor  a  wire  mill  (R.,  VI,  2418). 
He  said  that  the  Federal  had  a  little  steel  hoop  mill,  to 
roll  cotton  ties,  hoops  and  bands,  which  would  roll  some- 
thing like  100  tons  a  day;  that  the  Federal  had  no  sheet 
steel  mill,  although  the  manufacture  of  sheet  steel  was 
and  is  very  important  and  the  production  has  been 
doubling  itself  every  seven  years.  As  to  the  tube  busi- 
ness he  said  that  the  Federal  had  no  tube  mill,  and  that 
this  industry  consumed  an  enormous  amount  of  the  semi- 
finished products  of  the  steel  mills,  and  is  now  exceed- 
ingly important  (R.,  VI,  2419-20). 

The  Tin  Plate  Company,  the  Sheet  Steel  Company 
and  the  Steel  Hoop  Company  were  owned  by  the  same 
persons  who  controlled  the  National  Steel  Company. 
These  persons  organized  and  operated  the  National  Com- 
pany for  the  purpose  of  supplying  the  other  companies 
with  their  raw  material.  The  National  was  necessary  to, 
and  a  component  part  of  the  other  three,  and  the  owners 
refused  to  sell  either  the  Tin  Plate,  the  Sheet  Steel  or 
the  Steel  Hoop  without  including  the  National,  or  any 

without  all   (R.,  Topping,  II,  683-4;  Gary,  XII,  4747; 
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Eeid,  I,  483).  These  companies  were  consequently  pur- 
chased as  a  whole  ( See  Defendants'  Exhibit  54,  D.  E.,  II, 
bottom  p.  217). 

The  American  Bridge  Company  was  purchased  be- 
cause it  had  extensive  facilities  for  the  fabrication  of 
structural  material,  and  the  Steel  Corporation  was  de- 
sirous of  going  into  that  branch  of  manufacture,  just 
then  beginning  to  assume  enormous  importance.  The 
Steel  Corporation  obtained  no  structural  plant  with  any 
of  the  other  companies,  except  a  small  and  unimportant 
one  at  South  Chicago  owned  by  the  Illinois  Steel  Com- 
pany. The  American  Bridge  Company  was  particularly 
attractive  because  a  number  of  its  plants  were  located 
near  the  seaboard  and  could  be  utilized  to  good  advantage 
in  the  export  trade  (E.,  XII,  4750-52). 

The  Lake  Superior  Consolidated  Iron  Mines  was  pur- 
chased because  in  the  opinion  of  the  officers  and  experts 
of  the  Steel  Corporation  the  latter's  supply  of  ore  was 
entirely  inadequate  to  meet  the  immediate  requirements 
of  its  plants  and  furnish  a  proper  and  necessary  reserve 
(R.,  Gary,  XII,  4749;  Bacon,  XIV,  5483;  Schwab,  XI, 
4169;  Gayley,  IX,  3558). 

Value  of  the  Steel  Corporation  Units,  and  the  Price  Paid 
for  the  Same. 

The  Steel  Corporation  was  incorporated  in  New  Jersey 
on  February  25,  1901.  An  amended  certificate  was  filed 
April  1,  1901.  Its  authorized  capital  stock  was  f  550,000,- 
000  seven  per  cent,  cumulative  preferred  stock,  and  a 
like  amount  of  common  stock.  Its  capitalization  out- 
standing in  1901  was: 


Preferred  stock 1510,205,743 

Common  stock 508,227,394 

Bonds  303,450,000 

Underlying  bonds 59,091,657 

Purchase    money    obligations    and    real 

estate  mortgages 21,872,023 

Total $1,402,846,817 
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The  petition  at  page  20  states  the  price  paid  (in  Steel 
Corporation  stocks  and  bonds)  for  the  stocks  and  bonds 
of  the  various  constituent  companies,  and  paragraph  31 
of  the  answer  admits  the  allegations  of  the  petition  in 
this  respect. 

The  petition  further  alleges  (p.  20)  that  the  capitali- 
zation of  the  Steel  Corporation  was  many  millions  of 
dollars,  not  less  than  six  hundred  millions,  in  excess  of 
the  value  of  the  properties  taken  over.  The  answer  de- 
nies this  and  insists  that  the  capitalization  of  the  Steel 
Corporation  did  not  exceed  the  value  to  it  of  the  prop- 
erties which  it  acquired  (par.  31). 

The  Government  offered  no  appraisal  of  these  prop- 
erties made  at  or  near  the  time  they  were  taken  over, 
nor  any  direct  evidence  of  their  intrinsic  value  or  earn- 
ing power  at  that  time.  It  offered  as  Exhibits  144,  145 
and  146  (G.  E.,  IV,  1444-6)  tabulations  of  the  gross 
sales  of  the  Carnegie,  Illinois  and  Steel  Hoop  com- 
panies for  the  year  1900,  but  the  net  results  do  not 
appear. 

The  Government  also  offered  as  Exhibit  297  (G.  E., 
V,  Pt.  2,  1759)  a  comparison  of  the  securities 
issued  by  the  Steel  Corporation  with  the  amount  of  se- 
curities of  constituent  concerns  and  cash  acquired  there- 
for. 

Also  as  Exhibit  303  (G.  E.,  V,  Pt.  2,  1765)  a 
summary  of  closing  bid  quotations  January  1899  to 
March  1901  for  the  stocks  of  the  constituent  companies. 

Also  as  Exhibit  304  (G.  E.,  V,  Pt.  2,  1766)  a 
table  purporting  to  show  the  approximate  market  valua- 
tion of  securities  acquired  by  the  United  States  Steel 
Corporation  in  1901  as  indicated  by  average  market 
prices,  1899-1900.    These  foot  up  at  $792,961,970. 

Also  as  Exhibit  401  (G.  E.,  IX,  2360)  a  table 
purporting  to  show  the  approximate  market  valuation 
of  securities  of  certain  companies  acquired  by  the  United 
States  Steel  Corporation  in  1901  as  indicated  by  average 
market  prices  of  those  securities  January  1899  to  March 
1901. 
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Exhibit  303  was  objected  to  as  incompetent,  irrelevant 
and  based  on  hearsay  (K.,  VII,  2811). 

Exhibit  304  was  objected  to  because  only  a  portion  of 
the  table  was  offered  and  because  it  was  not  authenti- 
cated (B.,  VII,  2813). 

Exhibit  401  was  objected  to  as  irrelevant  and  im- 
material (R,  IX,  3687). 

With  respect  to  the  Carnegie  Company  the  petition 
specifically  alleges  that  the  value  of  its  tangible  property 
did  not  exceed  $160,000,000.,  and  that  the  books  of  the 
Carnegie  Steel  Company,  Ltd.,  showed  that  the  net  value 
on  the  31st  day  of  December,  1899,  of  its  assets  was 
$75,610,104.96 ;  that  this  to  a  large  extent  represented  the 
actual  cost  of  the  property  as  shown  in  the  balance  sheets 
of  the  company  and  was  a  fair,  full  and  accurate  valua- 
tion ;  that  within  three  years  prior  to  the  formation  of  the 
Steel  Corporation  H.  C.  Frick  obtained  an  option  upon 
the  Carnegie  property  at  a  price  of  $160,000,000.,  and 
that  he  proposed  the  purchase  to  Mr.  Morgan  who  de- 
clined it  upon  the  ground  that  the  price  was  too  high 
(p.  22). 

The  answer  (par.  32)  denies  that  the  value  of  the 
tangible  property  of  the  Carnegie  Company  did  not  ex- 
ceed $160,000,000.  It  denies  that  the  book  value  of  the 
Carnegie  Steel  Company,  Ltd.,  on  December  31,  1899, 
was  a  full,  fair  and  accurate  valuation  of  all  the  assets 
of  said  company.  It  declares  that  the  Carnegie  Com- 
pany when  acquired  by  the  Steel  Corporation  was  the 
owner  directly  or  indirectly  of  many  valuable  properties 
never  owned  or  controlled  by  the  Carnegie  Steel  Com- 
pany, Ltd.,  and  never  included  among  its  assets  or  valued 
upon  its  books.  It  denies  the  allegations  of  the  petition 
regarding  the  properties  covered  by  the  Frick  option  and 
asserts  that  the  option  covered  only  the  interest  (less 
than  54  per  cent.)  of  Mr.  Carnegie  in  the  Carnegie  Steel 
Company,  Ltd.,  and  H.  C.  Frick  Coke  Company,  and  that 
the  properties  mentioned  in  the  option  were  far  less  in 
number  and  value  than  the  properties  owned  or  con- 
trolled by  the  Carnegie  Company  when  acquired  by  the 
Steel  Corporation. 
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No  evidence  was  offered  by  the  Government  in  sup- 
port of  these  allegations  with  respect  to  the  value  of  the 
Carnegie  property.  For  the  defense  Mr.  Schwab  testified 
that  the  Frick  option  was  $320,000,000.,  not  f  160,000,000. 
as  stated  in  the  petition  (R.,  XI,  4133).  This  also  ap- 
pears from  G.  E.,  Ill,  1337. 

Mr.  Bacon  testified  for  the  defense  that  the  negotia- 
tions for  the  acquisition  of  the  several  Corporation  units 
were  entrusted  to  J.  P.  Morgan  &  Company,  but  that 
there  were  informal  meetings  of  the  Federal  directors 
nearly  every  day;  that  Mr.  Porter,  Mr.  Mills,  Mr.  Thayer, 
Mr.  Eeam  and  the  others  wrere  all  in  active  consultation 
about  each  of  the  negotiations ;  that  Judge  Gary  directed 
them  all ;  and  that  the  several  properties  were  purchased 
upon  the  best  terms  obtainable  (R.,  XIV,  5480-2). 

Judge  Gary  said  that  the  price  of  each  concern  was 
negotiated  down  as  far  as  it  was  possible  to  do,  and  that 
the  companies  bought,  taking  them  all  together,  accord- 
ing to  his  judgment  at  that  time  and  now,  were  worth  to 
the  Corporation  the  price  that  it  paid  for  them  in  its 
stock  (R.,  XII,  4755). 

On  cross-examination  Judge  Gary  was  asked  if  he 
knew  whether  or  not  the  combined  capitalization  of  all 
the  concerns  taken  over  by  the  Steel  Corporation 
amounted  to  one-third  of  the  capitalization  of  the  United 
States  Steel  Corporation.    He  answered : 

"I  don't  know;  and  that  would  not  influence 
me  very  much  if  I  did.  I  remember  very  well  the 
Carnegie  Company;  they  had  a  capital  in  the  fall 
of  1897,  the  winter  of  1897-1898,  of  $25,000,000., 
and  their  properties  were  actually  worth  probably 
more  than  f 300,000,000.  at  that  time"  (R.,  XIV, 
5339). 

The  Carnegie  minutes  of  January  28,  1902,  show 
that  the  earnings  of  the  Carnegie  Company  in  1901  were 
$29,262,000.  (G.  E.,  II,  468). 

Mr.  Schwab  said  that  in  his  judgment  the  capitaliza- 
tion of  the  Steel  Corporation  did  not  exceed  the  value  to 
the  Corporation  of  the  properties  which  it  acquired  (R., 

XI,  4393).     His  attention  was  called  to  an  allegation 
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found  at  the  bottom  of  page  23  of  the  Government's  Peti- 
tion to  the  effect  that  in  1902  he,  as  president  of  the  Steel 
Corporation,  had  valued  the  ore  of  the  Corporation  in 
the  ground  at  one  dollar  a  ton,  or  $700,000,000.  He 
said: 

"It  was  my  candid  opinion  of  the  value  of  the 
ore  at  that  time.  I  might  say  that  I  have  felt  very 
proud  of  the  fact  that  that  has  been  verified  a  num- 
ber of  times  since  that  time.  *  *  *  I  have 
offered  upon  several  occasions  to  buy  ore  at  a  dol- 
lar a  ton  in  the  ground  and  assume  all  responsi- 
bility for  extra  cost  in  mining,  and  so  forth;  and 
within  the  past  two  weeks  such  offer  has  been 
refused"  (E.,  XI,  4176-77). 

His  attention  was  also  called  to  his  examination  be- 
fore the  Industrial  Commission  on  the  11th  of  April, 
1901,  as  follows: 


"Q.  How  do  you  account  for  the  large  differ- 
ence between  the  capitalization  of  the  United 
States  Steel  Corporation  and  the  capitalization 
of  the  constitutent  companies,  exclusive  of  the 
bonds  issued  in  payment? 

"A.  There  is  not  a  very  wide  difference  if  you 
come  to  think  it  all  over.  All  these  companies 
have  added  considerably  to  their  assets  since  they 
were  organized.    You  understand  what  I  mean. 

"Q.  Yes. 

"A.  From  the  date  of  their  organization 
up  to  the  present  time  they  have  added  to 
their  assets.  Then  I  undoubtedly  think  that 
the  coming  together  of  all  these  interests,  the 
owning  of  these  stocks  by  one  corporation 
will  undoubtedly  enhance  the  value  of  them 
all  for  the  reasons  I  have  given  in  the  line  of 
economies,  etc.  I  think,  furthermore,  that  the 
values  placed  upon  raw  material  in  the  shape  of 
ores  and  coal  have  never  been  excessive,  and  the 
amount  of  capitalization  depends  entirely  on  the 
value  at  which  you  put  these  ores"  (R.,  XI, 
4386-7). 

On  re-direct  examination  Mr.  Schwab  said  that  his 
offer  of  one  dollar  a  ton,  which  was  refused,  was  made  to 
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Witherbee- Sherman  &  Co.  for  ore  at  Port  Henry  in  the 
Adirondack  region  (B.,  XI,  4394). 

As  to  the  Allegation  of  an  Intent  to  Create  a 
Monopoly  by  the  Organization  of  the  United 
States  Steel  Corporation. 

No  direct  evidence  of  any  such  intent  was  offered  by 
the  Government. 

Judge  Gary  for  the  defense  said  that  the  matter  of 
obtaining  an  advantage  by  suppressing  competition  or 
acquiring  a  monopoly  was  neither  alluded  to  nor  dis- 
cussed in  any  way  in  any  of  his  conferences  with  his 
associates  on  the  Federal  Board  of  Directors  in  connec- 
tion with  the  formation  of  the  Steel  Corporation;  that 
he  himself  had  no  purpose  of  suppressing  competition, 
restraining  trade  or  acquiring  a  monopoly  by  such  organi- 
zation and  that  so  far  as  he  knows  none  of  his  associates 
had ;  that  nothing  which  came  to  his  knowledge  was  said 
or  done  in  connection  with  the  organization  to  indicate 
that  anybody  who  went  into  it  was  actuated  by  any  such 
motive  or  purpose  (E.,  XII,  4753-5). 

Mr.  Schwab  said  that  there  was  no  scheme  of  monop- 
oly or  suppression  of  competition  or  restraint  of  trade  at 
all  involved  in  the  organization  of  the  Steel  Corporation ; 
that  from  the  moment  when  he  first  started  his  conversa- 
tion with  Mr.  Morgan  the  question  of  gaining  a  monop- 
oly, or  in  any  way  controlling  the  steel  industry  was 
never  mentioned,  and  that  neither  Mr.  Morgan  nor  any 
of  Mr.  Morgan's  associates  ever  intimated  to  him  a  desire 
to  form  a  corporation  on  other  lines  or  for  other  pur- 
poses than  the  economic  development  of  the  steel  indus- 
try (E.,  XI,  4173-5). 

Eeferring  to  the  meeting  at  Mr.  Morgan's  office  when 
it  was  decided  to  accept  the  Carnegie  offer  and  to  organ- 
ize the  Steel  Corporation,  Mr.  Bacon  was  asked : 

"What  was  said  by  the  gentlemen  present  with 
respect  to  the  objects  to  be  attained  by  the  organi- 
zation?" 
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He  answered: 


"It  was  said  by  all  those  gentlemen  present, 
and  I  knew  it  to  be  their  opinion,  having  been  so 
closely  associated  with  them  for  many  years,  that 
the  object  to  be  attained  was  the  creation  of  a 
great  new  steel  company  based  upon  the  Federal 
Steel  Company,  which  would  be  able,  by  the  own- 
ership of  its  raw  materials,  by  all  legitimate  means 
of  rail  and  lake  transportation,  and  by  the  owner- 
ship of  finishing  mills  of  all  descriptions,  both  in 
the  East  and  West,  to  create  a  plant  which  should 
be  able  to  manufacture  every  kind  of  iron  and 
steel,  and  by  reason  largely  of  its  ability  to  reduce 
the  cost  of  production  and  the  territorial  distri- 
bution of  its  plants  and  activities,  sell  its  products 
to  the  best  advantage  in  every  market  in  the  world. 
I  know  that  to  be  the  object  of  those  men  that 
formed  the  United  States  Steel  Corporation" 
(E.,  XIV,  5488-9). 

This  answer  was  objected  to  by  Judge  Dickinson  be- 
cause it  did  not  state  what  was  said.  To  this  objection 
the  witness  answered : 

"All  that  was  said,  Judge.  It  may  not  be  ex- 
actly those  words,  but  that  was  the  substance  of 
it"  (E.,  XIV,  5489). 

Mr.  Bacon  was  then  asked  what  was  the  personal 
view  of  Mr.  Morgan  with  regard  to  the  organization  of 
the  Steel  Corporation,  its  purposes,  and  what  might  be 
expected  to  be  accomplished.    To  this  he  answered : 

"Mr.  Morgan  believed  that  if  he  could  take  part 
in  the  formation  of  such  a  company  it  would  be 
the  greatest,  the  crowning  achievement  of  his  busi- 
ness career.  He  believed  that  the  effect  of  such  a 
creation  would  be,  upon  the  whole  industrial 
fabric,  the  industrial  life  of  this  country,  of  tre- 
mendous beneficial  effect,  convinced  as  he  was  by 
Brother  Schwab  and  the  other  experts  that 
almost  inconceivable  results  could  be  obtained  in 
the  way  of  lowering  cost  of  production  of  iron  and 
steel ;  that  such  a  company  would  bring  more  good 
into  our  whole  national  life,  constituting  as  it  did 
the  greatest  single  factor  in  the  great  constructive 
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work  of  the  country,  than  could  possibly  be  at- 
tained in  any  other  way.  His  first  great  object 
was,  as  I  have  said,  by  reason  of  the  decrease  in 
cost  of  production  to  make  it  possible  to  so  im- 
prove the  conditions  of  labor  by  increasing  wages 
and  bettering  the  conditions,  and,  by  enabling  the 
consumer  always  to  depend  upon  stability  of 
prices,  to  bring  about  a  new  condition  of  things. 
Those,  briefly,  were  the  ideals  and  ambitions  of 
Mr.  Morgan  in  forming  the  United  States  Steel 
Company"  (E.,  XIV,  5489). 

Mr.  Bacon  said  that  Mr.  Morgan  and  he  both  advised 
with  Mr.  Abram  S.  Hewitt  very  frequently  with  regard  to 
the  organization  of  the  Steel  Corporation;  that  both  of 
them  relied  a  great  deal  upon  the  advice  and  opinion  of 
Mr.  Hewitt;  that  Mr.  Hewitt  was  regarded  as  one  of  the 
wisest,  and,  in  fact,  as  the  Nestor  of  the  iron  and  steel 
family  in  this  part  of  the  world.  Mr.  Bacon  also  said 
that  at  Mr.  Morgan's  instance,  Mr.  Hewitt  became  a 
director  of  the  Steel  Corporation  at  the  time  of  its  forma- 
tion and  remained  such  until  his  death  two  years  later 
(R,  XIV,  5485-7). 

As  to  the  Allegation  op  an  Intent  to  Acquire 
Existing  Monopolies. 

This  allegation  also  is  without  the  support  of  any 
direct  evidence. 

Judge  Gary  said  that  none  of  the  subsidiary  com- 
panies were  taken  over  by  the  Steel  Corporation  upon  the 
idea  or  theory  that  they  had  a  monopoly;  that  none  of 
them  were  acquired  upon  the  theory  that  they  then  were 
restraining  trade,  or  that  through  their  instrumentality 
the  Steel  Corporation  might  be  able  to  restrain  trade  in 
any  steel  products.  He  said  that  the  organization,  plan, 
scope  and  capitalization  of  each  of  these  companies  had 
been  gone  into  publicly  by  the  United  States  Industrial 
Commission  and  that  no  complaint,  so  far  as  he  knew, 
against  any  of  them  had  been  entered  by  the  Department 
of  Justice,  or  any  other  department  of  the  Federal  Gov- 
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eminent  at  the  time  they  were  taken  over  by  the  Steel 
Corporation,  and  that  if  any  of  them  had  been  originally 
organized  as  monopolies  or  in  restraint  of  trade,  or  if 
they  were  then  monopolies  or  were  engaged  in  restrain- 
ing trade,  he  was  not  aware  of  the  fact  (E.,  XII,  4754-5). 
He  further  said : 

"I  did  not  know  the  percentages  which  the  com- 
panies we  took  over  had  of  the  business.  I  did 
not  know  how  much  competition  there  was,  how 
many  other  companies  there  were,  what  their 
capacities  were,  what  their  percentage  was.  My 
attention  was  not  called  to  it,  nor  was  the  atten- 
tion of  any  of  our  people,  so  far  as  I  know.  We 
did  not  discuss  that  question"  (E.,  XIV,  5317). 

Prof.  Jeremiah  W.  Jenks  said  that  in  1898  he  was 
asked  by  the  United  States  Industrial  Commission  to 
take  special  charge  of  their  investigation  into  industrial 
combinations  and  trusts,  and  that  he  was  in  charge  of 
such  investigation  from  July,  1898,  to  1901;  that  this 
commission  was  appointed  by  act  of  Congress  and  con- 
sisted of  five  members  of  the  Senate,  five  members  of  the 
House,  and  nine  members  appointed  by  the  President; 
that  the  commission  investigated  the  American  Tin  Plate 
Company,  the  National  Steel  Company,  the  American 
Steel  Hoop  Company,  the  Federal  Steel  Company,  the 
American  Steel  &  Wire  Company,  and  several  other  steel 
companies ;  that  the  United  States  Steel  Corporation  was 
formed  shortly  before  the  testimony  was  closed ;  that  Mr. 
Schwab  was  called  to  testify  as  to  the  Steel  Corporation, 
and  that  the  commission  made  a  report  of  the  investiga- 
tion, in  which  the  evidence  taken  was  embodied  (E., 
XXVIII,  11759-60). 

Judge  Gary  said  that  the  circular  letters  of  J.  P. 
Morgan  &  Company  to  the  stockholders  of  the  constituent 
companies  bearing  date  respectively  March  2,  1901, 
March  21,  1901,  and  April  2,  1901  (Defendants'  Exhibits 
54,  55  and  56,  D.  E.,  II,  216-227)  were  very  extensively 
published  in  the  press  at  the  time  they  were  issued ;  that 
"if  anything  was  ever  extensively  advertised  throughout 
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the  United  States,  it  was  the  organization  of  the  United 
States  Steel  Corporation,  and  every  step"  (E.,  XII, 
4752-3). 

As  to  the  Alleged  Threat  op  Mr.  Carnegie  to  Build  a 
Tube  Works  at  Conneaut. 

The  petition  alleges  (p.  16)  that  about  the  close  of 
the  year  1900,  the  Carnegie  interests  announced  that  they 
would  erect  an  immense  tube  plant  at  Conneaut  on  Lake 
Erie,  and  that  this  announcement  brought  affairs  to  a 
crisis. 

In  support  of  this  allegation  the  Government  offered 
in  evidence  the  minutes  of  a  meeting  of  the  National  Tube 
Company  held  January  15th,  1901  (G-.  E.,  II,  409-10). 
These  minutes  record  a  speech  made  by  Mr.  Converse, 
the  president  of  the  company,  which  begins  as  follows: 

"You  have  doubtless  read  the  manifold  utter- 
ances through  the  various  press  channels  which 
have  appeared  in  most  of  the  papers  and  press  dis- 
patches, respecting  the  alleged  plans  of  the 
Carnegie  Company  to  install  and  operate  a  tube 
works  with  a  capacity  of  two  hundred  and  eighty 
thousand  tons  per  annum,  more  or  less." 

Mr.  Converse  then  goes  on  to  argue  the  unfairness 
of  this  movement,  saying: 

"In  all  of  the  arrangements  between  the  Na- 
tional Steel,  Republic,  American  Sheet  Steel,  Tin 
Plate  and  others  of  the  industrial  steel  groups,  it 
has  been  the  unwritten  law  that  each  group  should 
confine  itself  to  the  fabrication  of  its  own  special- 
ties and  should  voluntarily  refrain  from  using 
constant  surplus  of  material  by  the  production  of 
the  special  product  of  its  neighbors.  If  this  un- 
written law  is  to  be  ruthlessly  disregarded  by  the 
Carnegie  Company,  it  will  of  course  have  a  broader 
significance  than  the  mere  competition  with  our 
own  products." 

The  Government  also  put  in  evidence  on  the  cross- 
examination   of  Mr.   Schwab  an  article  from  the  Iron 
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Trade  Review  of  January  10,  1901.  This  was  headed: 
"Great  Carnegie  Tube  Works  at  Conneaut",  and  is 
printed  in  the  Eecord,  Vol.  XI,  at  page  4296.  Mr. 
Schwab  said  that  the  announcement  was  made  by  him. 
It  states,  among  other  things,  that  the  Carnegie  Company 
proposes  to  erect  at  Conneaut  Harbor  the  largest  pipe 
and  tube  manufacturing  plant  in  the  world ;  that  the  com- 
pany has  purchased  5,000  acres  of  land  immediately  east 
of  the  Conneaut  harbor  docks,  and  that  a  large  part  of 
this  tract  will  be  utilized  as  a  site  for  the  tube  works. 

The  Government  also  offered  in  evidence  the  minutes 
of  the  directors'  meeting  of  the  Carnegie  Steel  Company 
held  November  6,  1900.  One  part  contains  a  statement 
by  Mr.  Schwab  as  follows: 

"When  I  was  in  New  York  last  week,  J.  Pier- 
pont  Morgan  sent  word  he  would  like  to  see  me. 
I  did  not  comply  for  several  reasons.  I  thought 
it  was  about  railroad  matters,  but  I  did  meet  Mr. 
Steele,  who  is  his  chief  assistant,  and  was  in- 
formed it  was  in  reference  to  tubes;  that  the  Mor- 
gan people  had  financed  and  put  through  this  new 
tube  combination,  and  were  much  alarmed  about 
our  going  into  tubes"  (G.  E.,  VI,  1901). 

With  respect  to  the  announcement  of  Mr.  Schwab 
through  the  Iron  Trade  Review  on  January  10,  1901,  and 
the  speech  of  Mr.  Converse  at  the  meeting  of  the  Tube 
directors  on  January  15,  1901,  it  is  to  be  noted  that  both 
of  these  occurred  not  only  after  Mr.  Carnegie  had  made 
his  final  proposition  to  sell  the  Carnegie  properties,  but 
apparently  after  the  same  had  been  accepted  by  the  Fed- 
eral directors  (E.,  XI,  4337,  4390;  XII,  4732;  XIV, 
5479). 

With  respect  to  the  interview  of  Mr.  Schwab  with 
Mr.  Steele  reported  at  the  meeting  of  the  Carnegie  di- 
rectors on  November  6th,  1900,  Mr.  Schwab  explained 
that  he  had  some  conversation  with  Mr.  Steele  about  the 
desirability  of  the  Tube  Company  buying  its  raw  material 
from  the  Carnegie  Company  and  converting  the  same  into 
tubes,  thus  preserving  the  business  of  the  two  concerns 
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rather  than  have  the  Carnegie  Company  make  the  finished 
article,  and  that  the  statement  that  the  Morgan  people 
were  much  alarmed  was  probably  his  own  conclusion 
(E.,  XI,  4294). 

William  E.  Corey,  a  former  director  of  the  Carnegie 
Company,  was  called  by  the  Government  and  asked 
whether  or  not  plans  for  building  a  tube  works  were 
being  discussed  shortly  prior  to  the  time  the  Carnegie 
Company  was  taken  over  by  the  Steel  Corporation.  He 
answered:  "No,  I  cannot  admit  that.  My  recollection 
is  that  it  had  been  discussed  for  several  years  at  least" 
(E.,  VIII,  3015). 

Mr.  Schwab,  testifying  on  the  call  of  the  defendants, 
said  that  the  matter  of  building  a  tube  works  had  been 
under  consideration  and  had  been  publicly  discussed  for 
at  least  three  years  before  the  Steel  Corporation  was 
formed,  and  that  there  was  nothing  new  about  it  in  the 
latter  part  of  1900 — nothing  that  was  not  known  before 
(E.,  XI,  4391-2) .  He  said  that  he  knows  it  was  a  matter  of 
general  knowledge  (E.,  XI,  4295).  He  further  said  that 
in  his  various  interviews  with  Mr.  Morgan  following  the 
Smith  dinner  no  allusion  whatever  was  made  to  the  pro- 
posal of  the  Carnegie  Company  to  go  into  the  tube  busi- 
ness, or  into  any  other  new  enterprise  (E.,  XI,  4392). 

Mr.  Bacon  said  that  the  proposal  of  Mr.  Carnegie  to 
go  into  the  manufacture  of  tubes  was  common  talk  be- 
fore the  Steel  Corporation  was  formed;  that  it  was  pub- 
lished in  the  newspapers  and  discussed  generally  (E., 
XIV,  5524).  He  also  said  that  neither  Mr.  Morgan  nor 
the  firm  of  J.  P.  Morgan  &  Company  took  part  in  the 
organization  of  the  Steel  Corporation,  or,  in  particular, 
in  the  acquisition  of  the  Carnegie  properties,  in  order  to 
prevent  the  building  of  these  tube  works ;  that  the  matter 
of  the  building  or  proposed  building  of  tube  works  at 
Conneaut  by  the  Carnegie  Company  was  not  mentioned 
as  a  factor  of  the  slightest  importance  in  connection  with 
the  negotiations;  that  he  remembered  it  was  stated  that 
such  a  plant  was  contemplated  by  the  Carnegie  Com- 
pany, but  beyond  that  it  made  no  impression  upon  him, 
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and  that  he  knows  it  was  not  a  factor  of  any  importance 
in  the  consideration  of  the  purchase  of  the  Carnegie  Com- 
pany. He  said  that  the  acquisition  of  each  of  the  pur- 
chased units  was  considered  as  a  whole,  and  not  in  re- 
gard to  the  construction  and  extensions  of  similar  plants 
by  anyone  else  (R.,  XIV,  5490-2). 

Judge  Gary  said  that  it  was  only  about  a  month  be- 
fore the  Smith  dinner  to  Mr.  Schwab  that  Mr.  Morgan 
had  last  turned  a  deaf  ear  to  his  (Gary's)  presentation 
of  Schwab's  proposal  that  the  Federal  should  purchase 
the  Carnegie  property  (R.,  XII,  4769) ;  that  the  pur- 
pose of  Mr.  Carnegie,  if  he  had  such  a  purpose,  to  go  into 
the  tube  business,  was  neither  discussed  nor  considered 
in  connection  with  the  organization  of  the  Steel  Cor- 
poration; that  it  was  not  alluded  to  by  Mr.  Morgan  or 
any  other  director  of  the  Federal  Steel  Company  in  the 
deliberations  which  led  up  to  the  acceptance  of  the  Car- 
negie offer  (E.,  XII,  4753-4). 

On  cross-examination  Judge  Gary's  attention  was 
called  to  his  testimony  before  the  Ways  and  Means  Com- 
mittee of  the  House  of  Representatives  in  1908  to  the 
effect  that  at  the  time  the  Steel  Corporation  was  formed 
there  was  fear  of  a  steel  war  coming  from  Mr.  Carnegie's 
announcement  that  he  was  going  into  the  tube  business 
and  was  going  to  build  a  railroad  from  Pittsburgh  to 
New  York,  and  so  forth ;  that  there  was  apprehension  of 
trouble,  and  that  to  quiet  this  apprehension  and  remove 
the  doubt  was,  he  thought,  one  of  the  governing  motives 
on  the  part  of  Mr.  Morgan,  but  not  of  himself  in  the 
organization  of  the  Steel  Corporation  (R.,  XIV,  5309- 
10). 

With  respect  to  this  testimony  Judge  Gary  said  that 
he  had  not  read  it  after  it  was  written  up,  and  was  not 
sure  he  had  said  exactly  what  was  reported;  that  what 
he  said  with  respect  to  the  attitude  of  Mr.  Morgan's 
mind  was  based  on  newspaper  and  magazine  articles  ap- 
pearing at  or  after  the  time  when  the  Steel  Corporation 
was  formed,  and  on  a  remark  he  once  heard  made  to  the 
effect  that  Mr.   Morgan  expected  Mr.   Carnegie  would 
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build  a  railroad  from  Pittsburgh  to  New  York.  From 
all  these  Judge  Gary  had  gathered  the  idea  that  Mr. 
Morgan  was  more  or  less  concerned  because  of  his  rail- 
road interests.  As  to  the  supposed  threat  of  Mr.  Car- 
negie to  build  a  tube  works,  Judge  Gary  said  that  that 
was  certainly  not  in  his  mind,  and  he  had  no  recollection 
of  having  heard  of  any  such  threat  (R.,  XIV,  5310-1). 

As  to  the  Alleged  Purpose  of  the  Carnegie  Company 
to  go  into  Hoops,  Wire  and  Other  Finished 
Products. 

The  Government  offered  in  evidence  the  minutes  of  the 
directors  of  the  Carnegie  Company  of  July  3rd,  1900 
(G.  E.,  VI,  1879).  These  minutes  record  a  communica- 
tion from  Mr.  Carnegie,  dated  Skibo,  June  20,  1900,  and 
addressed  to  the  President.  In  the  course  of  this  com- 
munication Mr.  Carnegie  said : 

"Yours  of  June  8th  received,  the  situation  is 
interesting  and  grave.  *  *  *  In  the  former 
depressions  we  announced  our  policy,  viz.,  take  all 
the  orders  going  and  run  full.  Our  competitors 
believed  we  meant  what  we  said  and  this  no  doubt 
operated  to  clear  the  field.  One  after  the  other 
dropped  out;  finally  Pennsylvania  Steel  dropped 
out  and  only  a  few  remained  who  could  meet  the 
lowest  prices.  *  *  *  I  notice  that  the  Ameri- 
can Steel  Hoop  Company  are  taking  only  3,000 
tons  per  month  from  you.  That  should  be  stopped 
or  we  should  go  into  making  their  product 
promptly." 

These  minutes  also  record  a  second  communication 
from  Mr.  Carnegie,  the  latter  dated  Skibo,  June  22,  1900, 
and  addressed  to  the  President.  In  the  course  of  this 
communication  Mr.  Carnegie  said : 

"Before  receiving  yours  of  the  8th  I  had  writ- 
ten you  that  I  thought  we  would  have  to  prepare 
to  make  hoops,  etc.  My  advice  is  to  go  ahead ;  lose 
not  a  day;  let  your  response  to  the  action  of  the 
Hoop  Company  be  such  as  will  not  only  give  them 
but  others  a  lesson,  which  I  am  sure  we  will  have 
to  give  sooner  or  later"  (G.  E.,  VI,  1881). 
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The  Government  also  offered  in  evidence,  the  Car- 
negie minutes  of  July  9,  1900,  which  record  a  communi- 
cation from  Mr.  Carnegie,  dated  Skibo,  June  26, 1900,  and 
addressed  to  the  President.  In  the  course  of  this  com- 
munication Mr.  Carnegie  said : 

"You  are  face  to  face  with  the  great  question, 
the  parting  of  the  ways;  the  country  cannot  take 
the  product  of  the  steel  works. 

"Are  we  to  decide  that  we  will  take  the  busi- 
ness at  the  best  price  possible  and  run  the  works 
full,  independent  of  all  other  concerns,  managing 
our  business  in  our  own  way,  or  are  we  to  take 
percentages  of  the  business  with  these  and  try  to 

maintain  prices. 
****** 

"I  do  not  favor  disturbing  the  Structural  Steel 
Pool  as  long  as  we  get  present  percentages;  nor 
the  rail  pool  if  we  could  obtain  present  percent- 
ages, but  I  think  in  the  latter  case  it  is  impossible 
to  do  this. 

"I  have  already  stated  my  opinion  that  you 
should  go  promptly  to  work  to  make  hoops  and 
cotton  ties"  (G.  E.,  VI,  1883). 

These  minutes  also  record  a  cablegram  from  Mr.  Car- 
negie, dated  July  7,  1900,  which  reads  as  follows : 

"My  recent  letters  predict  present  state  of  af- 
fairs; urge  prompt  action,  essential;  crisis  has  ar- 
rived, only  one  policy  open;  start  at  once  hoop, 
rod,  wire,  nail  mills,  no  half  way  about  last  two. 
Extend  coal  and  coke  roads,  announce  these;  also 
tubes.  Prevent  others  building;  not  until  you 
furnish  most  staple  articles  can  you  get  business 
among  them  sufficient  to  keep  mines  and  furnaces 
in  full  operation;  should  also  run  boats  Conneaut 
to  Chicago,  even  if  costs  are  high.  Never  been 
time  when  more  prompt  action  essential,  indeed 
absolutely  necessary  to  maintain  property.  It  will 
be  made  poor  affair  if  failure  now  when  chal- 
lenged; have  no  fear  as  to  the  result,  victory  cer- 
tain. Spend  freely  for  finishing  mills,  railroads, 
boat  lines.  Continue  to  advise  regularly  bv  cable" 
(G.  E.,  VI,  1884). 
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The  Government  also  offered  in  evidence  the  Carnegie 
minutes  of  July  16,  1900,  in  which  is  recorded  a  resolu- 
tion to  expend  $1,400,000.  for  the  erecting  and  building 
of  a  rod,  wire  and  nail  plant  at  the  Duquesne  Steel 
Works,  all  the  directors  present  voting  in  favor  of  the 
same  except  Mr.  Lauder  (G.  E.,  VI,  1886-8). 

The  Government  also  offered  in  evidence  the  Carnegie 
minutes  of  July  31,  1900,  in  which  is  recorded  a  com- 
munication from  Mr.  Carnegie,  dated  Skibo,  July  11, 
1900,  addressed  to  the  President  and  Board  of  Directors. 
This  communication  was  in  part  as  follows: 

"Confirming  my  wire  upon  the  situation  let 
me  say  that  all  is  coming  just  as  expected.  There 
is  nothing  surprising;  a  struggle  is  inevitable  and 
it  is  a  question  of  the  survival  of  the  fittest.  For 
many  years  we  have  seen  that  the  manufacturer 
must  sell  finished  articles.  One  who  attempts  to 
stop  half  way  will  be  crowded  out.  We  have  a 
great  advantage  over  others,  running  non-union, 
but  I  do  not  believe  that  we  shall  be  allowed  to 
run  non-union  peaceably  unless  we  give  our  men 
steady  work;  unless  we  run  when  others  stop  as 
we  did  for  some  years  previous  to  the  boom.  The 
result  of  our  decision  to  take  orders  and  run  was 
a  great  triumph  and  has  given  us  the  position  we 
occupy.  I  think  our  policy  should  be  the  same 
again. 

"We  need  to  manufacture  hoops,  cotton  ties, 
steel  wire,  nails,  tubes,  perhaps  other  things  later 
as  we  go  on.  Whenever  we  do  so  we  have  the  big 
trusts  at  our  mercy.  Temporary  arrangements, 
understandings  may  be  arrived  at  then,  but  we 
should  place  little  dependence  upon  them.  Our 
safety  lies  in  being  independent  and  running  our 
business  in  our  own  way.  The  agreement  that  our 
versatile  President  made  in  structural  was  a 
triumph,  think  it  fair  and  it  may  last  some  time, 
although  you  will  find  that  big  profits  in  struc- 
tural will  tempt  others  into  it  just  as  rails  are 

doin|- 

"Briefly,  if  I  were  czar,  I  would  make  no  divi- 
dends upon  common  stock,  save  all  surplus  and 
spend  it  for  a  hoop  and  cotton  tie  mill,  for  wire 
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and  nail  mills,  for  tube  mills,  for  lines  of  boats 
upon  the  lakes,  for  our  manufactured  articles  and 
to  bring  back  scrap,  etc. 

"Of  course  we  should  go  forward  with  our  coal 
and  coke  roads  at  once,  when  we  can  deliver  coke 
not  only  at  Pittsburgh  but  to  the  New  York  and 
Erie,  Mckle  Plate  and  Lake  Shore,  we  shall  have 
a  profitable  business  and  I  believe  shall  be  able 
to  clear  the  transportation  of  our  coke  out  of  the 
profits  we  shall  make  directly  and  indirectly  in 
having  our  coke  to  distribute  among  all  lines.  I 
know  that  you  will  see  the  importance  of  first  get- 
ting the  right  of  way  very  quietly  and  of  not  speak- 
ing until  you  have  secured  this. 

"This  is  a  crisis  which  can  be  used  to  enhance 
the  value  of  the  property  or  which,  not  being  prop- 
erly used,  will  depreciate  it.  You  have  only  to 
rise  to  the  occasion,  but  no  half  way  measures. 
If  you  are  not  going  to  cross  the  stream  do  not 
enter  at  all  and  be  content  to  dwindle  into  second 
place.  Put  your  trust  in  the  policy  of  attending 
to  your  own  business  in  your  own  way  and  run- 
ning your  mills  full  regardless  of  prices  and  very 
little  trust  in  the  efficiency  of  artificial  arrange- 
ments with  your  competitors,  which  have  the 
serious  result  of  strengthening  them  if  they 
strengthen  you.  Such  is  my  advice"  (G.  E.,  VI, 
1889-91). 

James  Gayley,  a  witness  called  by  the  Government, 
was  a  director  of  the  Carnegie  Steel  Company  in  the  year 
1900  and  had  been  long  connected  with  the  Carnegie 
business.  He  said  that  the  Carnegie  Board  began  to  con- 
sider the  matter  of  going  into  tubes  and  wire  in  1899; 
that  the  scheme  began  to  take  definite  shape  in  the  early 
part  of  1900,  but  was  abandoned  in  the  autumn  of  that 
year;  that  Mr.  Carnegie  in  the  spring  and  early  summer 
was  a  strong  advocate  of  going  ahead,  but  that  during 
the  summer  Mr.  Phipps  and  Mr.  Lauder  were  very  doubt- 
ful about  proceeding  at  that  time  and  went  abroad  and 
saw  Mr.  Carnegie,  and  Mr.  Carnegie  changed  his  opinion 
and  the  plans  were  then  laid  on  the  table  (E.,  IX, 
3611-2). 
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On  the  cross-examination  of  Mr.  Gayley,  a  cablegram 
was  put  in  evidence  from  Mr.  Carnegie  to  Mr.  Schwab, 
dated  July  30,  1900,  which  reads  as  follows : 

"Come  sure.  Wish  conference.  Am  anxious. 
Glad  improvements  postponed.  Absolutely  neces- 
sary you  should  hold  every  dollar.  You  have  not 
answered  point  of  greatest  importance.  Delay 
delivery  bonds  in  payment  of  interest  if  not  done. 
Consider  actually  dangerous  position.  Only  fair 
improvements  begun  before  reorganization  should 
be  paid.  Delay  delivery  of  bonds  makes  us  per- 
fectly secure.  Are  not  liable  until  coupon  pre- 
sented. Owners  will  thoroughly  approve  of  action, 
which  may  prove  preservation  of  property  during 
panic.  We  may  be  in  great  need  of  reserve 
millions.    Please  answer"  (E.,  IX,  3655). 

Mr.  Gayley  said  that  it  was  not  a  new  thing  for  the 
Carnegie  Company  to  take  up  for  consideration  the  en- 
largement of  its  line  of  products ;  that  it  had  been  doing 
this  ever  since  it  got  into  business;  and  that  during  all 
the  time  that  he  was  connected  with  the  company  they 
were  constantly  expanding  (E.,  IX,  3590). 

Mr.  Schwab  testified  that  the  scheme  talked  of  in  the 
middle  of  1900  of  building  wire  mills  was  not  persisted 
in  to  the  end  of  that  year;  that  the  scheme  to  ultimately 
do  so  was,  but  that  his  recollection  was  that  the  opera- 
tions were  deferred  owing  to  the  financial  conditions 
at  that  time  in  the  Carnegie  Company;  that  the  idea  of 
ultimately  extending  their  lines  into  all  these  finished 
products  was  not  conceived  in  that  year ;  that  it  had  been 
discussed  for  some  years  before,  and  plans  made,  and  a 
general  policy  outlined  for  ultimately  doing  it  (E.,  XI, 
4390-1). 

James  A.  Farrell,  referring  to  the  Carnegie  Company, 
said: 

"They  were  always  talking  about  going  into 
everybody's  business,  but  we  never  paid  much  at- 
tention to  what  they  were  saying,  in  the  trade" 
(E.,  XII,  4653). 
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As  to  the  Traffic  Agreement  of  February  4,  1901, 
Between  Carnegie  Steel  Company  and  the  Gould 
Syndicate. 

A  copy  of  this  agreement  is  recorded  in  the  Carnegie 
minutes  of  February  4,  1901,  and  was  offered  in  evidence 
by  the  Government  (G.  E.,  VI,  1912). 

This  agreement  recited  the  purpose  of  the  syndicate 
to  build  a  railroad  from  Pittsburgh  to  Toledo,  there  to 
connect  with  the  Wabash  line  to  Chicago.  It  provided 
that  the  Carnegie  Company  should  give  to  the  new  line 
one-fourth  of  the  business  controlled  by  the  Carnegie 
Company,  destined  to  points  reached  by  such  new  line. 

Mr.  Schwab  testified  that  the  purpose  of  the  agree- 
ment was  to  give  to  the  Carnegie  Company  better  freight 
facilities,  better  rates,  and  better  traffic  arrangements. 
He  said  that  the  railroad  was  built  and  the  arrangement 
carried  out  (K.,  XI,  4301). 

As  to  the  Extent  of  Competition  Between  the  Com- 
panies Taken  Over  by  the  Steel  Corporation. 

The  Government  alleges  that  in  1900  and  up  to  the 
formation  of  the  Steel  Corporation  in  1901  there  was 
active  competition  between  the  Carnegie  Company,  the 
Federal  Steel  Company  and  the  National  Steel  Company 
— the  three  principal  producers  of  crude  steel;  that  these 
three  companies  were  also  in  competition  with  some  of 
the  other  consolidated  companies  in  the  sale  of  the  lighter 
finished  products,  and  that  the  Steel  Corporation  was 
formed  for  the  purpose  of  eliminating  existing  competi- 
tion and  preventing  further  competition  between  said 
companies  (Pet,  pp.  14,  16). 

The  answer  admits  competition,  but  insists  that  it 
was  to  a  limited  extent  only,  and  denies  that  the  Steel 
Corporation  was  formed  either  for  the  purpose  of  pre- 
venting further  competition  or  eliminating  existing  com- 
petition between  the  companies  whose  capital  stocks  it 
acquired,  or  for  any  illegal  or  improper  purpose  (Aus., 
pars.  22,  27). 
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In  collating  the  testimony  we  shall  treat  the  com- 
panies separately. 

A.  Competition  of  the  American  Steel  &  Wire  Com- 
pany. 

The  Government  annexed  to  its  petition  as  "Exhibit 
A"  a  copy  of  a  pooling  agreement  entered  into  November 
9,  1900,  between  the  manufacturers  of  plates.  The  Car- 
negie Company,  the  Illinois  Steel  Company,  and  the 
American  Steel  &  Wire  Company  were  among  the  par- 
ties to  this  agreement.  The  Carnegie  Company  was 
allotted  a  percentage  of  46.25,  the  Illinois  Company  a 
percentage  of  11,  and  the  American  Steel  &  Wire  Com- 
pany a  percentage  of  5.50. 

The  Government  also  called  A.  F.  Huston,  Presi- 
dent of  the  Lukens  Iron  &  Steel  Company,  of  Coats- 
ville,  Pa.,  who  testified  that  in  1900  his  company  sold 
plates  all  over  the  country,  and  that  among  his  competi- 
tors were  the  Carnegie  Company,  the  Illinois  Steel  Com- 
pany, and  the  American  Steel  &  Wire  Company  (E.,  IV, 
1412). 

For  the  defense  Judge  Gary  testified  that  at  the  time 
the  Steel  Corporation  was  formed  the  Steel  &  Wire  Com- 
pany was  in  some  competition  with  the  other  companies 
taken  over  in  plates,  but  not  very  much;  that  they  (the 
Steel  &  Wire  Company)  manufactured  some  plates  (E., 
XII,  4764). 

Mr.  Schwab  was  asked  on  cross-examination  whether, 
at  the  time  the  Steel  Corporation  was  formed,  the  Steel 
&  Wire  Company  and  the  Carnegie  Company  were  not 
making  angles  which  were  competitive.     He  replied : 

"I  do  not  think  they  were.  *  *  *  They 
may  have  made  certain  special  small  angles  *  *  * 
it  was  hardly  true  as  to  their  being  competitors" 
(K.,  XI,  4285). 

Mr.  Farrell  had  prepared  (E.,  X,  3898)  and  the  de- 
fendants offered  in  evidence  (E.,  X,  3925)  a  statement 
showing  the  total  sales  of  the  Steel  &  Wire  Company  for 
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the  year  1900.  This  was  marked  Defendants'  Exhibit  46, 
and  will  be  found  on  page  206  of  Volume  II,  Defendants' 
Exhibits.  Mr.  Filbert,  the  Comptroller,  actually  pre- 
pared this  exhibit  and  further  verified  it  on  page  5561  of 
Volume  XIV  of  the  Eecord. 

Mr.  Farrell  testified  that  the  Steel  &  Wire  Company 
was  not  at  the  time  of  the  organization  of  the  United 
States  Steel  Corporation  a  competitor  of  any  of  the  other 
subsidiaries  (E.,  X,  3916). 

Later  Mr.  Farrell's  attention  was  called  to  the  fact 
that  Defendants'  Exhibit  46  showed  that  the  Steel  & 
Wire  Company  produced  for  sale  in  the  year  1900  bil- 
lets to  the  extent  of  5,818  tons.  He  explained  that  these 
billets  were  of  a  special  analysis;  that  they  were  pro- 
duced by  the  Shoenberger  Steel  Company,  a  subsidiary 
of  the  Wire  Company,  and  were  not  the  ordinary  re- 
rolling  type  of  billets.  His  attention  was  also  called  to 
the  fact  that  this  exhibit  showed  the  sale  by  the  Wire 
Company  in  the  year  1900  of  6,146  tons  of  beams,  angles 
and  channels.  He  said  that  these  were  rolled  in  the 
Cleveland  Boiling  Mill  Company's  plant,  another  sub- 
sidiary of  the  Wire  Company,  and  were  sold  locally ;  that 
they  were  mostly  lighter  sections  rolled  on  a  bar  mill, 
and  of  a  kind  not  made  to  any  great  extent  by  the  Car- 
negie Company  (R.,  X,  3925-6). 

As  to  the  plates  and  sheets  shown  on  Exhibit  46  and 
constituting  3.31  per  cent,  of  the  Steel  &  Wire  Company's 
products,  Mr.  Farrell  said  that  these  were  tank  plates, 
10-gauge  and  lighter,  rolled  at  the  plant  of  the  Shoen- 
berger Steel  Company;  that  the  Carnegie  Company  did 
not  roll  plates  or  sheets  as  light  as  10-gauge.  He  added 
that  the  product  (in  plates)  of  the  American  Sheet  Steel 
and  Tin  Plate  Companies  was  very  largely  in  gauges  of 
14,  16  and  18,  and  the  bulk  of  it  in  22  and  24  gauge 
(E.,  X,  3926). 

As  to  the  bars,  hoops  and  bands  shown  on  Exhibit 
46,  Mr.  Farrell  says  that  these  were  rolled  at  the  plant 
of  the  Cleveland  Eolling  Mill  Company;  that  that  com- 
pany had  a  cold  drawing  department,  and  occasionally, 
when  business  was  slack  in  that  department,  they  would 
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sell  some  of  those  bars  in  the  local  market;  that  he  did 
not  recall  that  any  bands  were  sold  in  the  market;  that 
he  thinks  that  these  were  products  that  went  into  their 
own  cold  rolling  department,  and  that  he  never  heard  of 
the  Cleveland  Boiling  Mill  Company  or  the  American 
Steel  &  Wire  Company  selling  bands  (B.,  X,  3927). 

As  to  the  5,916  tons  of  cotton  ties  shown  on  Exhibit 
46,  Mr.  Farrell  says  that  these  were  made  at  the  Cleve- 
land Boiling  Mill  Company's  plant;  that  the  American 
Steel  Hoop  Company  made  cotton  ties  and  that,  to  that 
small  extent,  the  two  companies  were  in  competition. 
Mr.  Farrell  was  then  asked  to  look  at  Exhibit  46  and 
see  if  there  are  any  other  items  on  that  exhibit  which 
were  made  by  any  of  the  other  subsidiaries,  and  he  an- 
swered: "No;  there  are  no  others"  (B.,  X,  3927-8). 

In  giving  this  last  answer  Mr.  Farrell  apparently 
overlooked  the  item  of  wire  rods,  as  these  were  also  made 
by  the  Illinois  Company  (Government  Exhibit,  143,  G.E., 
IV,  1443) .  It  appears,  however,  by  the  testimony  of  Judge 
Gary  that  the  rod  mill  of  the  Illinois  Company  was  at 
Joliet  and  that  its  product  was  used  mostly  in  furnishing 
rods  to  the  wire  plant  of  the  Steel  &  Wire  Company  at 
that  place  (B.,  XII,  4734),  and  that  in  the  fall  of  1899  it 
sold  to  that  company  100,000  tons  in  a  single  order  (B., 
XIV,  5307).  It  would  seem,  therefore,  that  Mr.  Farrell 
was  correct  in  his  earlier  answer  to  the  effect  that  the 
Wire  Company  was  not  a  competitor  of  any  of  the  other 
subsidiaries  since  a  company  buying  more  than  it  sells 
of  a  given  product  can  hardly  be  classed  as  a  competitor 
in  the  sale  of  such  product  (See  D.  E.,  II,  206). 

B.  Competition  of  the  National  Tube  Company. 

Judge  Gary  said  that  this  company  was  not,  he  thinks, 
in  competition  with  any  of  the  other  companies  taken 
over  by  the  Steel  Corporation  (E.,  XII,  4764). 

Mr.  Farrell  said  that  at  the  time  of  the  organization 
of  the  Steel  Corporation  the  National  Tube  Company 
made  some  light  sheets  at  its  Eepublic  Works  in  Pitts- 
burgh ;  that  its  tonnage  in  these  sheets  was  small — about 
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25  or  30  tons  a  day — and  that  it  was  not  sufficient  to 
have  any  appreciable  effect  upon  the  sheet  market  (R., 
X,  3929). 

The  Government  offered  no  evidence  on  the  subject. 

C.  Competition   of  the  American  Bridge   Company. 

This  company  was  incorporated  in  April,  1900,  and 
was  acquired  by  the  Steel  Corporation  shortly  after  the 
organization  of  the  latter.  Its  business  was  the  fabrica- 
tion and  erection  of  steel  for  buildings  and  bridges. 

The  Government  called  C.  D.  Marshall  of  the  Mc- 
Clintic-Marshall  Construction  Company  of  Pittsburgh, 
who  testified  that  in  1900  the  North  Chicago  Works  of 
the  Illinois  Steel  Company  did  quite  a  business  in  fabri- 
cating— principally  building  work  (R.,  II,  929). 

The  Government  also  offered  as  Exhibit  143  (G.  E., 
IV.,  1443)  a  tabulation  of  the  Illinois  Steel  Com- 
pany's production  for  1900.  This  showed  that  the  Illi- 
nois Company  produced  in  that  year  10,513  tons  of 
structural  work. 

Judge  Gary  said  that  before  the  acquisition  of  the 
Bridge  Company  the  Corporation  had  no  fabricating 
plant  whatever  in  the  East,  and  that  the  fabricating  plant 
of  the  Illinois  Steel  Company  at  its  North  Chicago 
Works  was  really  not  large  enough  to  be  mentioned,  ex- 
cept for  the  purpose  of  trying  to  be  accurate  (B.,  XII, 
4751-2). 

Mr.  Schwab  said  that  the  Pencoyd  Company  (A.  & 
P.  Eoberts  Co.),  which  was  taken  over  by  the  American 
Bridge  Company  at  the  time  the  latter  was  formed,  con- 
tinued to  compete  with  the  Carnegie  Company  in  all 
sorts  of  steel  for  fabrication  down  to  the  time  of  the 
formation  of  the  Steel  Corporation  (K.,  XI,  4275-6). 

Arthur  L.  Davis,  general  contracting  manager  of  the 
eastern  division  of  the  American  Bridge  Company  (E., 
XV,  5896),  said  that  the  Eoberts  Company  (Pencoyd) 
had  a  rolling  mill  at  the  time  the  American  Bridge  Com- 
pany was  formed,  and  has  always  sold  shapes  to  out- 
siders (E.,  XV,  5948). 
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Percival  Koberts,  Jr.,  who  was  president  of  the  A.  & 
P.  Roberts  Co.  and  afterwards  of  the  American  Bridge 
Company,  however,  said  that  the  product  of  the  Pencoyd 
Works  at  the  time  of  the  formation  of  the  Steel  Corpora- 
tion was  absorbed  practically  entirely  by  the  shops  of 
the  American  Bridge  Company,  which  latter  company 
also  purchased  a  part  of  its  supplies  from  the  Carnegie 
Steel  Company   (R,  II,  850). 

D.  Competition  of  the  American  Tin  Plate  Company. 

Judge  Gary  testified  that  this  company  was  not  in 
competition  with  any  of  the  other  companies  taken  over 
by  the  Steel  Corporation  (R.,  XII,  4764). 

The  Government  offered  no  evidence  on  the  subject. 

E.  Competition  of  the  American  Steel  Hoop   Com- 

pany. 

This  company  in  the  year  1900  made  hoops,  bands, 
cotton  ties  and  merchant  bars  (Government  Exhibit,  146, 
G.  E.,  IV,  1446;  Clark,  R.,  V,  2015). 

Government  Exhibits  143,  144  and  145,  exhibiting  the 
sale  of  steel  products  during  the  year  1900  by  the  Illi- 
nois Steel  Company  and  the  Carnegie  Company,  do  not 
show  any  hoops  or  bands  sold  by  either  company  during 
that  year  (G.  E.,  IV,  1443-5). 

Frank  L.  Clark,  a  witness  called  by  the  Government, 
was  general  manager  of  the  American  Steel  Hoop 
Company  in  the  year  1900.  He  testified  that  the 
Carnegie  Company  did  not  make  cotton  ties  at.all,  and 
that  the  Illinois  Steel  Company  did  not  make  them  in 
the  year  1900  (R.,  V,  2017,  2020) . 

The  Government  offered  in  evidence  a  minute  of  the 
meeting  of  the  directors  of  the  Carnegie  Steel  Com- 
pany, July  30,  1901,  in  which  Mr.  Corey  is  recorded  as 
stating  that  he  found  that  the  Steel  Hoop  Company  had 
an  agreement  with  the  Illinois  Steel  Company  to  pay 
them  |150,000.  per  year  to  stay  out  of  the  cotton  tie 
business;  that  Mr.  Preston  had  tried  to  have  the  con- 
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tract  cancelled  the  1st  of  April,  but  failed,  and  that 
he  and  Mr.  Schwab  had  then  succeeded  in  having  it 
cancelled  (G.  E.,  Ill,  921).  Neither  Mr.  Pres- 
ton, Mr.  Schwab,  Mr.  Corey,',  nor  anybody  else,  was 
asked  to  confirm  the  statement  in  the  minutes,  and 
the  supposed  contract  was  not  produced.  The  offer 
of  the  minute  was  objected  to  as  incompetent,  irrele- 
vant and  immaterial  (G.  E.,  Ill,  921). 

Mr.  Farrell  for  the  defense  testified  that  the  Ameri- 
can Steel  &  Wire  Company  made  5,916  tons  of  cotton  ties 
in  the  year  1900  and  to  that  extent  only  was  in  competi- 
tion with  the  Steel  Hoop  Company  (E.,  X,  3927). 

Judge  Gary  said  that  the  Steel  Hoop  Company  was 
not  in  competition  very  much  with  any  of  the  other 
companies ;  that  it  had  a  considerable  merchant  bar  busi- 
ness and  the  Illinois  Steel  Company  and  the  Carnegie 
Company  had  some  merchant)  bar  business;  that  his 
impression  was  that  the  Carnegie  Company  did  not  have 
anything  like  as  much  as  the  Steel  Hoop;  that  the 
Illinois  had  less  yet,  but  that  the  territory  of  the  Illinois 
was  so  different  that  there  was  not  very  much  competi- 
tion— could  not  be  very  much  competition  (E.,  XII, 
4763-4).  He  said  that  he  never  had  the  figures  and  does 
not  think  that  they  are  reported  as  to  what  the  Steel 
Corporation's  production  of  merchant  bars  was  in  1901 
(E,  XII,  4798). 

Mr.  Clark  said  that  the  Steel  Hoop  Company's  per- 
centage of  the  country's  productive  capacity  in  mer- 
chant bars  at  the  time  it  was  taken  over  by  the  Steel 
Corporation  was  not  over  five  or  ten  per  cent.  (E,  V 
2015). 

Mr.  Schwab  said  that  the  Carnegie  Company  made  a 
very  small  percentage  of  merchant  bars,  and  so  did  the 
Federal;  that  the  Federal  sold  mostly  in  a  circle  of 
which  Chicago  would  be  the  center  and  the  Carnegie 
sold  in  a  circle  of  which  Pittsburgh  would  be  the  center 
(E,  XI,  4144). 

Mr.  Farrell  said  that  after  the  Steel  Corporation  was 
formed   the  Carnegie   Company  built  bar   mills  which 
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■were  started  in  1903  and  1904,  and  that  from  1904  they 
became  large  producers  of  bars  (R.,  XII,  4651). 

Defendants'  Exhibit  73  (D.  E.,  Ill,  317)  shows  that 
the  Corporation's  production  of  merchant  bars  in  1911 
was  21.5  per  cent,  of  the  total  production  of  the  country, 
but  states  that  the  details  are  not  available  for  the  year 
1901. 

Government  Exhibit  324  (G-.  E.,  VII,  2019)  shows 
that  the  Corporation's  production  of  merchant  bars  in 
the  year  1905  (after  the  Carnegie  enlargement)  was 
only  16.72  per  cent,  of  the  total  production  of  the 
country. 

F.  Competition   of  the  American  Sheet  Steel  Com- 

pany. 

This  company  was  organized  in  March,  1900.  Be- 
fore it  was  taken  over  by  the  Steel  Corporation  it  manu- 
factured sheet  steel. 

Mr.  Farrell  said  that  the  National  Tube  Company 
made  about  twenty-five  or  thirty  tons  a  day  of  light 
sheets  at  its  Republic  Works  in  Pittsburgh  (R.,  X,  3929). 

Defendants'  Exhibit  46  (D.  E.,  II,  206)  shows  that 
the  American  Steel  &  Wire  Company  made  plates  and 
sheets,  but  does  not  divide  the  production. 

Government  Exhibits  144,  145  and  146  (G.  E.,  IV, 
1444-6),  showing  the  products  sold  by  the  Illinois  Steel 
Company,  the  Carnegie  Company  and  the  Steel  Hoop 
Company  in  the  year  1900,  do  not  show  any  sheets. 

G.  Competition  of  the  National  Steel  Company. 

This  company  was  organized  in  February,  1899,  to 
manufacture  crude  or  semi-finished  steel. 

John  Stevenson,  Jr.,  a  witness  produced  by  the  Gov- 
ernment, testified  that  the  product  of  the  Company  went 
chiefly  to  the  tin  plate,  sheet  steel  and  hoop  mills  which 
were  owned  by  the  same  people  as  the  National  (R.,  Ill, 
1072). 
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John  A.  Topping,  also  a  witness  for  the  Government, 
testified  that  he  was  president  of  the  ^Etna-Standard 
Iron  &  Steel  Company  which  was  taken  over  by  the  Na- 
tional Steel  Company  at  the  time  of  its  formation;  that 
the  National  Steel  Company  was  organized  to  furnish 
raw  material  to  the  Tin  Plate  Company,  which  was 
formed  about  a  year  earlier ;  that  the  Tin  Plate  Company 
had  no  source  within  itself  of  obtaining  raw  material; 
that  the  National  Steel  Company  acquired  a  capacity 
beyond  the  needs  of  the  Tin  Plate  Company,  and  that  the 
Sheet  Steel  and  Steel  Hoop  companies  were  afterwards 
organized  to  furnish  customers  for  the  surplus  of  the 
National  Steel  Company  which  the  Tin  Plate  Company 
did  not  take  (R.,  II,  682-4). 

Mr.  Topping  said  that  the  National  Steel  Company 
was  not  able  to  make  all  that  the  three  sister  companies 
needed,  and  that  the  latter  were  at  times  compelled  to 
purchase  steel  outside.  He  also  said  that  at  very  brief 
intervals,  depending  upon  the  condition  of  the  finishing 
mills,  the  National  Steel  Company  sold  a  little  steel  out- 
side (E.,  II,  684-5). 

On  redirect-examination  Mr.  Topping  was  asked 
whether  or  not  the  Moore  group  of  properties  were  in 
competition  either  with  the  Federal  or  the  Carnegie  Com- 
pany at  the  time  the  Steel  Corporation  was  formed.  He 
answered  that  he  did  not  think  that  the  Moore  group 
made  anything  of  a  competitive  character  with  the  Car- 
negie Company  except  crude  material,  and  that  to  a  lim- 
ited extent  only,  for  the  reason  that  the  Moore  group  of 
companies  was  supposed  to  consume  the  entire  output  of 
the  National  Steel  Company,  and  as  a  matter  of  fact  did, 
and  at  times  bought  steel  outside.  He  added,  however, 
that  when  the  finishing  business  was  down  they  may  have 
sold  at  times  semi-finished  material  to  outsiders  (R.,  II, 
750-1). 

William  E.  Eeis,  a  witness  produced  by  the  Govern- 
ment, was  formerly  connected  with  the  Shenango  Valley 
Steel  Company,  and  later  president  of  the  National  Steel 
Company  (R.,  II,  581 ;  XIII,  5233) .  He  testified  on  direct- 
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examination  that  the  National  Company  was  in  com- 
petition with  the  Federal  to  a  small  extent  in  4-inch  bil- 
lets only,  and  that  the  same  would  apply  to  the  Carnegie 
Company  (B.,  II,  585-6). 

On  cross-examination  Mr.  Eeis  said  that  the  competi- 
tion of  the  National  Company  with  the  Illinois  was  prac- 
tically negligible  (K.,  II,  587). 

Henry  Wick,  also  produced  by  the  Government,  testi- 
fied that  he  was  president  of  the  Ohio  Steel  Company, 
which  was  taken  over  by  the  National  Company  at  the 
time  the  latter  was  formed.  He  was  also  chairman  of 
the  executive  committee  of  the  National,  and  its  vice- 
president  from  the  early  spring  of  1899  until  about  the 
time  it  was  taken  over  by  the  Steel  Corporation  (E.,  VI, 
2443-4).  He  said  that  the  Ohio  Steel  Company  had  a 
plant  for  making  rails,  and  that  after  the  National  took 
it  over  the  latter  made  rails  (E.,  VI,  2445).  He  said 
that  the  National's  tonnage  of  rails  was  very  small ;  and 
that  the  National  was  occupied  largely  with  the  furnish- 
ing of  sheet  and  tin  plate  bars  to  the  American  Sheet 
Steel  and  the  American  Tin  Plate  companies  and  at  times 
was  not  able  to  supply  their  wants  fully  (E.,  VI,  2466). 

Mr.  Wick  said  that  the  National  made  slabs,  blooms, 
billets,  sheet  and  tin  plate  bars,  and  that  he  thinks  its 
Mingo  Junction  plant  manufactured  some  rods  and  bars 
(E.,  VI,  2451).  He  said,  however,  that  the  National's 
production  of  rods  and  bars  was  very  small  and  prac- 
tically negligible  from  a  competitive  standpoint  (E.,  VI, 
2467). 

Mr.  Wick  said  that  he  looked  after  the  sales  perhaps 
more  than  any  other  part  of  the  business  (E.,  VI,  2452), 
and  that  he  did  not  recall  competition  with  the  Illinois 
or  Federal  Steel  Company;  that  it  certainly  could  not 
have  been  very  active,  if  there  was  any  (E.,  VI,  2468). 

Samuel  A.  Benner,  a  witness  produced  by  the  Govern- 
ment, testified  that  he  was  in  Europe  representing  the 
Carnegie  Steel  Company  in  the  middle  or  latter  part  of 
the  year  1900,  and  that  the  National  sold  billets  and  sheet 
bars  over  there  at  that  time  in  considerable  amounts  as 
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he  judged  by  the  reports  of  the  steel  trade  in  London  (R., 
VI,  2498-9). 

William  G.  Gray,  a  statistician  connected  with  the 
American  Iron  and  Steel  Association,  said  that  in  the 
year  1900  the  Illinois  Steel  Company  made  637,447  tons 
of  rails,  the  Lorain  125,522  tons,  the  Carnegie  626,831 
tons,  the  National  62,050  tons,  and  the  American  Steel 
Hoop  268  tons  (R.,  VII,  2866). 

What  part  of  these  respective  tonnages  was  in  heavy 
rails,  what  part  in  light  rails  and  what  in  girder  rails, 
does  not  appear. 

The  Government  also  offered  in  evidence  various  min- 
utes of  the  directors  of  the  Carnegie  Steel  Company  in 
which  are  recorded  reports  made  by  the  company's  sales 
agents  of  the  amount  of  standard  rails  sold  by  the  dif- 
ferent manufacturers. 

The  minutes  of  April  30th,  1900  (G.  E.,  VI,  1872), 
record  sales  since  October  1,  1899,  as  follows:  By 
the  Carnegie  Company  483,904  tons ;  by  the  Illinois  Com- 
pany 604,691  tons,  and  by  the  National  Company  2,050 
tons,  out  of  a  total  of  1,660,972  tons. 

The  minutes  of  June  12,  1900  (G.  E.,  VI, 
1875),  record  sales  since  October  1,  1899,  as  follows: 
By  the  Carnegie  Company  489,652  tons;  by  the  Illinois 
Company  597,772  tons,  and  by  the  National  Company 
12,050  tons,  out  of  a  total  of  1,699,619  tons. 

The  minutes  of  September  25,  1900  (G.  E.,  VI, 
1892),  record  sales  since  October  1,  1899,  as  follows: 
By  the  Carnegie  Company  498,389  tons;  by  the  Illinois 
Company  512,370  tons,  and  by  the  National  Company 
38,663  tons,  out  of  a  total  of  1,728,411  tons. 

The  minutes  of  December  4,  1900  (G.  E.,  VI, 
1903),  record  sales  since  September  21,  1900,  as  fol- 
lows: By  the  Carnegie  Company  214,119  tons,  by  the 
Illinois  Company  198,893  tons,  and  by  the  National  Com- 
pany 81,250  tons,  out  of  a  total  of  835,545  tons. 

The  minutes  of  March  25,  1901  (G.  E.,  VI, 
1919),  record  sales  since  September  21,  1900,  as  follows: 
By  the  Carnegie  Company  430,307  tons,  by  the  Illinois 
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Company  467,185  tons,  and  by  the  National  Company 
166,302  tons,  out  of  a  total  of  1,731,594  tons. 

Judge  Gary  testified  that  the  National  Steel  made  a 
good  many  billets  and  sold  from  75  to  90  per  cent,  to 
the  other  companies  included  in  the  Moore  group;  that 
they  had  a  surplus  and  at  times  would  sell  that  surplus 
in  such  a  way  as  to  furnish  some  competition,  depending 
upon  business  conditions;  that  they  would  sell  billets  in 
one  place  or  another;  that  one  year  they  exported  quite 
a  large  quantity,  when  they  happened  to  have  a  surplus ; 
that  they  managed  their  business  in  that  way;  that  they 
had  a  rail  mill,  which  was  a  pretty  good  rail  mill,  and 
it  was  a  mill  on  which  they  could  roll  other  products; 
that  they  would  run  that  mill  on  rails  at  times  when  it 
was  desirable  to  do  so,  and  when  other  lines  were  better 
they  would  run  the  other  lines;  that  they  did  make  a 
good  many  rails  one  year,  but  that  it  was  because  the 
market  for  bars  happened  to  be  very  poor  (R.,  XII, 
4764). 

H.  Competition  of  the  Carnegie  Steel  Company  and 
the  Federal  Steel  Company. 

Government  Exhibits  143,  144  and  145  (G.  E.,  IV, 
1441-5)  show  the  steel  products  made  and  sold  by  these 
companies  in  1900.  To  what  extent  they  were  in  com- 
petition with  the  other  constituent  companies  has  already 
been  pointed  out  under  the  names  of  the  respective  com- 
panies. 

Willis  L.  King,  Vice-President  of  Jones  &  Laughlin, 
a  witness  for  the  Government,  testified  that  at  the  time 
the  United  States  Steel  Corporation  was  formed  the 
Carnegie  Company  and  the  Illinois  Steel  Company  made 
largely  the  same  class  of  products,  and  that  their  territory 
was  largely  the  same,  except  that  the  Illinois  Steel  Com- 
pany, as  a  rule,  would  not  come  a  great  distance  east. 
It  would  be  against  the  law  of  trade.  The  freight  rate 
would  be  against  them,  but  that  in  other  places  they  com- 
peted, he  thinks  (K.,  VI,  2075-6). 
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Edmund  W.  Mudge,  a  witness  for  the  Government, 
was  engaged  during  the  period  from  1895  to  1901  in  the 
iron  and  steel  trade  in  Pittsburgh  in  connection  with 
the  firm  of  Charles  E.  Pope  &  Co.  (E.,  VI,  2397).  He 
said  that  the  plants  of  the  Federal  or  its  subsidiaries 
were  not  so  located  that  they  could  compete  with  the 
Pittsburgh  district  for  the  eastern  trade  or  could  success- 
fully engage  in  foreign  trade,  and  that  he  does  not  see 
how  it  would  have  been  possible  for  them  to  have  done 
so  (B.,  VI,  2411). 

Samuel  A.  Benner,  a  witness  for  the  Government, 
and  until  recently  an  assistant  to  the  president  of  the 
Pittsburgh  Steel  Company  (E.,  VI,  2482)  said  that  the 
location  of  the  Federal  Steel  Company  was  against 
their  competition  for  the  eastern  trade,  and  also  against 
their  competition  for  the  foreign  trade;  that  they  "were 
not  in  it  with  the  Carnegie"  because  of  their  location, 
and  that  they  were  not  able  to  get  any  of  the  business 
anywhere  east  of  Pittsburgh;  that  they  seldom  came 
further  east  than  the  Ohio-Indiana  line  (E.,  VI,  2501-2). 

Mr.  Benner  said  that  there  was  very  sharp  competi- 
tion around  about  1896  or  1897  between  the  Illinois  and 
the  Carnegie  Companies,  especially  in  rails;  that  he 
thought  the  price  of  rails  went  the  lowest  during  that 
time  it  had  ever  gone  in  the  history  of  the  country,  that 
his  recollection  was  that  it  went  as  low  as  $14.  Pitts- 
burgh; that  the  contest  began  with  respect  to  rails,  but 
extended  to  all  other  products  and  involved  their  com- 
petitors as  well  (E.,  VI,  2486). 

Percival  Eoberts,  Jr.,  who  has  been  in  the  steel  and 
iron  business  since  1876,  and  was  from  1894  to  1898  vice- 
president  of  the  A.  &  P.  Eoberts  Co.  of  Pencoyd,  Penna, 
and  from  1898  to  1900  the  president  of  that  company 
(E.,  XII,  4932-5),  was  called  by  the  defendants  and  tes- 
tified that  about  the  year  1900  the  Carnegie  Steel  Com- 
pany had  integrated  largely  along  the  lines  of  basic  open- 
hearth  steel,  whereas  the  Illinois  Steel  Company  was 
principally  a  manufacturer  of  Bessemer  steel;  that 
in    that    year    the  output    of    the  Illinois      Company 
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in  basic  open-hearth  steel  was  about  80,000  tons, 
whereas  the  output  of  the  Carnegie  Company  was 
1,250,000  tons;  that  open-hearth  steel  can  be  sub- 
stituted for  Bessemer  steel,  but  that  Bessemer 
steel  cannot  be  substituted  for  open-hearth  steel;  that 
you  can  supply  any  or  all  specifications  with  open-hearth 
steel,  but  you  can  supply  specifications  only  to  a  very 
limited  extent  with  Bessemer  steel;  that  all  structural 
material  is  specified  to  be  open-hearth  steel;  that  be- 
yond their  80,000  tons  of  output  the  Illinois  Steel  Com- 
pany was  unable  to  compete  with  the  basic  open-hearth 
steel  output  of  the  Carnegie  Company;  that  the  open- 
hearth  output  of  the  Illinois  Steel  Company  was  used 
practically  entirely  in  sheared  plates,  whereas  the  out- 
put of  the  Carnegie  Company  went  into  very  varied  lines 
of  products,  many  of  which  the  Illinois  Company  did  not 
make  at  all — for  instance,  universal  mill  plates,  struc- 
tural shapes  of  all  kinds,  spring  steel,  and  so  forth ;  that 
the  competition  existing  at  that  time  between  these  con- 
cerns was  confined  to  their  Bessemer  output,  which 
largely  or  almost  exclusively  went  into  steel  rails  and 
some  billets,  for  purposes  such  as  wire,  sheets,  and  so 
forth ;  that  the  Carnegie  Company  sold  the  bulk  of  its  bil- 
lets in  the  Pittsburgh  district  and  the  Illinois  Com- 
pany sold  the  bulk  of  its  billets  in  the  Chicago  district; 
that  both  companies  consumed  the  larger  percentage  of 
their  manufacture  of  billets;  that  the  sale  of  billets  has 
always  been  more  or  less  the  sale  of  surplus  product; 
that  whenever  steel  manufacturing  concerns  had  suffi- 
cient orders  for  finished  material  to  consume  the  output 
of  their  steel-making  furnaces  or  converters  they  ad- 
vanced it  to  the  most  finished  form  that  it  was  possible 
for  them  to  put  it  in,  as  it  was  to  their  advantage  to  do 
so  from  a  money  standpoint;  that  at  other  times  when 
their  demand  was  not  sufficient  for  finished  material, 
they  disposed  of  their  steel  in  its  semi-finished  form; 
that  the  Carnegie  Company  sold  the  bulk  of  its  rails 
south,  southeast,  east,  and  in  the  territory  adjacent  to 
Pittsburgh,  and  that  the  Illinois  Steel  Company  sold 
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its  rails  in  the  middle  west,  south  and  northwest  (R, 
XIII,  4993-5). 

Judge  Gary  testified  that  the  Carnegie  Company  and 
the  Illinois  Company  each  manufactured  large  quantities 
of  rails,  but  that  the  natural  market  of  the  two  companies 
was  different;  that  so  far  as  the  bulk  of  their  products 
was  concerned,  they  were  not  in  competition,  and  that 
what  competition  there  was  was  incidental  to  the  general 
business  purposes  and  manufacturing  ideas  of  the  com- 
panies ;  that  it  was  not  possible  for  the  Steel  Corporation 
to  find  plants  having  the  facilities  needed  without  getting 
those  which  were  to  some  extent  in  competition  with  some 
of  the  others;  that  they  secured  plants  which  were  ob- 
tainable on  a  fair  basis  and  which  were  the  best  fitted  for 
their  purposes,  and  that  although  this  included  the  pur- 
chase of  plants  with  some  competition,  this  competition 
was  incidental  and  slight  by  comparison — that  is,  slight 
when  the  whole  proposition  was  considered  (R,  XII, 
4757-9). 

Judge  Gary  said  that  upwards  of  95  per  cent,  of  the 
Illinois  Steel  Company's  trade  was  west  of  the  Indiana 
and  Ohio  line  and  that  a  very  large  percentage  of  the 
Carnegie  Company's  trade  was  east  of  that  line ;  that  the 
substantial  markets  for  the  two  companies  were  in  dif- 
ferent territories  (R,  XII,  4759-60).  He  said  that  the 
Carnegie  Company  was  engaged  in  many  lines  of  manu- 
facture that  the  Illinois  Company  was  not  engaged  in, 
and  the  Illinois  Company  was  manufacturing  lines  that 
the  Carnegie  Company  was  not  manufacturing ;  that  the 
Carnegie  Company  was  prepared  to  make,  and  was  mak- 
ing a  very  large  quantity  of  open-hearth  steel,  which  was 
coming  more  and  more  into  use;  that  the  Illinois  Com- 
pany made  very  little  open-hearth  steel,  comparatively 
speaking;  that  the  railroad  companies  were  beginning 
to  demand  open-hearth  steel  for  rails,  and  it  was  being 
demanded  for  other  uses ;  that  the  Carnegie  plant  had  a 
big  start  in  that  respect,  and  that  the  Illinois  Company 
did  not  have  the  money  to  extend  its  open-hearth 
capacity  as  it  needed  to  do;  that  the  Lorain  Company 
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(owned  by  the  Federal)  was  not  in  competition  with  any 
of  the  other  companies  taken  over  by  the  United  States 
Steel  Corporation  to  any  appreciable  or  important  extent; 
that  the  Lorain  Company  had  a  mill  for  the  manufacture 
of  girder  rails  on  which  they  could  make  standard  rails, 
but  not  economically;  that  the  Lorain  Company  made 
billets  for  sale  to  some  extent  and  did  sell  some  of  those 
billets  at  Cleveland  and  perhaps  other  points;  that  at  the 
time  the  United  States  Steel  Corporation  was  formed  the 
Lorain  Company  had  very  much  changed  its  business  and 
was  making  no  standard  rails  to  speak  of;  that  if  they 
made  any  it  was  surplus  furnished  by  the  Illinois  Steel 
Company  largely;  that  the  Lorain  Company  was  princi- 
pally engaged  in  the  manufacture  of  girder  rails  used  for 
street  railways;  that  it  had  a  Johnstown  plant,  which 
was  used  for  a  totally  different  business,  and  was  not 
in  competition  with  any  of  the  other  companies  taken 
in  by  the  Steel  Corporation,  so  that  the  competition  of 
the  Lorain  Company  was  not  important  or  worth  men- 
tioning; that  no  other  company  taken  in  by  the  Steel 
Corporation  was  making  girder  rails  in  any  quantity 
(R.,  XII,  4761-3).  Speaking  of  the  Carnegie-Illinois 
competition  of  1896-7,  referred  to  by  Mr.  Benner  above, 
Judge  Gary  said  that  it  was  not  competition,  but  retalia- 
tion ;  that  the  Carnegie  Company  at  that  time  sold  rails 
in  the  Chicago  District  at  a  price  lower  than  the  Illinois 
Company  could  make  them  and  came  very  near  forcing 
the  Illinois  Company  into  the  hands  of  a  receiver,  that, 
in  fact,  the  papers  were  drawn  for  such  receivership  (E., 
XII,  4758). 

On  cross-examination  Judge  Gary  said  that  the  Car- 
negie Steel  Company  and  the  Federal  Steel  Company 
manufactured  practically  an  equal  amount  of  standard 
Bessemer  rails,  and  for  a  long  time  those  two  had  been 
the  largest  producers  of  Bessemer  rails  in  the  United 
States  (E.,  XIV,  5295)  ;  that  both  companies  manufac- 
tured and  sold  billets  in  their  respective  markets ;  that  he 
does  not  think  their  competition  in  billets  was  very  much ; 
that  he  does  not  believe  they  sold  very  much,  if  any,  in 
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the  same  territory;  that  the  Carnegie  Company  rolled 
billets  and  had  sliding  scale  contracts  with  various  peo- 
ple for  the  sale  of  billets,  and  he  thinks  those  contracts 
took  about  all  the  billets  the  Carnegie  Company  made 
(R.,  XIV,  5297-8). 

Mr.  Farrell  testified  that  the  plants  of  the  Illinois 
Steel  Company  were  located  at  South  Chicago,  North 
Chicago,  Joliet  and  Milwaukee;  that  the  plants  of  the 
Carnegie  Steel  Company  were  located  in  the  Pittsburgh 
District;  that  the  Illinois  Company  had  no  plants  in  the 
east,  and  the  Carnegie  had  none  in  the  west;  that  the 
manufacturing  companies  in  the  Federal  were  the  Illi- 
nois Steel  Company  and  the  Lorain  Steel  Company ;  that 
the  Lorain  Steel  Company  had  a  plant  at  Lorain,  Ohio, 
which  manufactured  girder  rails,  and  another  plant  at 
Johnstown,  Penna.,  which  manufactured  street  railway 
material — frogs,  points,  switches  and  crossings;  that  the 
product  of  the  Johnstown  plant  was  not  similar  in  any 
respect  to  the  product  of  the  Carnegie  Company,  and 
that  the  Carnegie  Company  did  not  manufacture  girder 
rails  (E.,  X,  3983-5). 

Mr.  Farrell  said  that  the  principal  market  of  the 
Illinois  Company  was  in  Chicago  and  vicinity  and 
through  the  northwest  and  western  parts  of  the  country, 
and  in  Indiana  and  the  western  part  of  Ohio;  that  the 
Illinois  Company  did  not  have  any  business  in  the  eastern 
part  of  the  country  except  that  they  occasionally  sold 
some  rails  in  the  east;  that  he  never  heard  of  them  as 
sellers  of  billets;  that  before  the  Steel  Corporation  was 
formed  he  was  connected  with  the  Pittsburgh  Wire  Com- 
pany, located  at  Pittsburgh,  which  was  a  large  buyer  of 
billets,  but  that  he  never  could  get  any  billets  from  the 
Illinois  Company;  that  they  did  not  enter  the  market 
there;  that  the  principal  market  of  the  Carnegie  Com- 
pany was  in  eastern  Ohio,  West  Virginia,  western  Penn- 
sylvania and  the  east;  that  the  Carnegie  Company  did 
not  sell  in  the  territory  west  of  Chicago  to  any  great 
extent;  that  their  sales  west  of  Chicago  constituted  only 
a  small  percentage  of  their  business  (R.,  X,  3987-8). 
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Mr.  Schwab  testified  that  among  the  things  needed  in 
the  organization  of  the  Steel  Corporation  there  were  few 
that  the  Carnegie  Company  made  other  than  rails  that 
the  Federal  made;  that  the  articles  made  by  the  Carnegie 
and  the  Federal  in  common  were  rails,  blooms  and  bil- 
lets ;  that  these  companies  made  blooms  and  billets  which 
were  supplied  to  other  finishing  mills ;  that  the  Carnegie 
Company  made  a  few,  a  very  small  percentage,  of  mer- 
chant bars,  and  so  did  the  Federal ;  that  the  Federal  sold 
mostly  in  a  circle  of  which  Chicago  would  be  the  center, 
while  the  Carnegie  sold  in  a  circle  of  which  Pittsburgh 
would  be  the  center  (R.,  XI,  4143-4). 

On  page  4381  of  Vol.  XI  of  the  Record,  Mr.  Schwab 
re-affirmed  his  testimony  given  before  the  Industrial 
Commission  in  1901  with  regard  to  the  circumstances 
attending  the  organization  of  the  Steel  Company,  as 
follows : 

"I  do  not  know  whether  it  has  occurred  to  you 
that  in  the  formation  of  this  great  company  it 
has  not  been  the  rule  to  put  together  companies 
in  exactly  the  same  line  of  business;  *  *  *  you 
will  notice  that  the  tube  part  of  it  was  in  no  way 
connected  with  the  others;  nor  were  the  tin  plate 
or  the  wire  or  the  hoop.  It  is  true  that  the  Car- 
negie Steel  Company  was  especially  unique  in  its 
position  of  being  largely  a  maker  of  structural 
iron  which  the  others  did  not  make;  the  billets 
that  were  made  by  the  National  Steel  Company 
and  Carnegie  Steel  Company  and  others,  were 
consumed  by  the  constituent  companies,  so  they 
were  hardly  competitors  in  that  line.  Rails,  how- 
ever, they  were  competitors  in,  but  it  would  have 
been  impossible  to  put  these  great  companies  to- 
gether without  having  had  them  as  competitors  in 
some  lines  previous  to  the  organization." 

Mr.  Schwab  said  he  was  sure  that  the  Johnson  Com- 
pany (Lorain)  was  never  well  equipped  to  make  ordi- 
nary rails  in  a  merchant  way;  that  it  is  quite  likely 
they  made  a  few  rails  in  1897  for  the  purpose  of  getting 
a  participation  in  a  pool,  or  payment  for  participation  in 

Digitized  by  Microsoft® 


80 

a  pool,  but,  "be  assured  of  the  fact  that  the  Johnson 
works  had  no  rail  mill  built  for  the  purpose  of  making 
rails,  the  ordinary  railway  rails.  Their  business  was 
street  rails"  (E.,  XI,  4231). 

Mr.  Schwab  said  the  Carnegie  Company  rolled  a  few 
girder  rails  on  their  structural  mills  about  the  year  1898 ; 
that  he  does  not  think  that  when  they  made  those  rails 
they  had  any  understanding  with  anybody  about  girder 
rails ;  that  he  thinks  the  rails  were  probably  rolled  to  get 
an  understanding ;  that  the  Carnegie  Company  could  not 
roll  rails  in  their  structural  mill  at  a  profit  and  that  in 
order  to  roll  them  profitably  they  would  have  had  to 
build  a  new  mill  (E.,  XI,  4234). 

Later  Mr.  Schwab's  attention  was  called  to  the  Car- 
negie minute  of  January  18,  1898,  which  records  a  state- 
ment of  Mr.  Peacock,  as  follows: 

"In  discussing  the  Girder  Eail  situation  with 
several  of  our  people,  fear  has  been  expressed  that 
we  would  not  be  able  to  take  care  of  that  busi- 
ness this  year,  and  that  it  would  pay  us  to  defer 
making  rails  until  next  year;  especially  consid- 
ering the  number  of  orders  for  other  products  we 
are  getting.  I  have  taken  up  the  matter  with  the 
other  Girder  Eail  Makers,  with  a  view  to  staying 
out  of  the  market  for  a  consideration,  and  expect 
to  have  the  matter  closed  within  a  few  days  on 
terms  very  favorable  to  us"  (E.,  XI,  4235). 

Mr.  Schwab  was  then  asked  by  Judge  Dickinson  the 
following  questions,  to  which  he  gave  the  following  an- 
swers : 

"Q.  And  you  could  have  made  rails  if  you  had 
so  desired? 

"A.  I  will  not  say  that.  I  do  not  think  we 
could. 

****** 

"Q.  To  make  girder  rails  you  would  have  had 
to  change  the  rolls? 

"A.  No,  you  would  have  had  to  change  the 
whole  layout.  You  would  have  had  to  put  in  a 
cogging  mill,  for  the  purpose  of  breaking  down 
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the  ingot,  and  a  shaping  mill  and  a  smaller  mill 
for  this  purpose"  (E.,  XI,  4236-7). 

Mr.  Schwab's  attention  was  then  called  to  the  Car- 
negie minute  of  January  25,  1898,  which  records  a  state- 
ment by  Mr.  Peacock  to  the  effect  that  they  had  closed 
up  the  girder  rail  matter  of  which  he  spoke  a  week  be- 
fore, receiving  $100,000.  in  consideration  of  which  they 
were  to  defer  for  one  year  from  January  1st,  the  making 
of  girder  rails.  Mr.  Schwab  said  that  at  this  time  the 
Carnegie  Company  had  spent  $61,000.  for  rolls  to  make 
girder  rails,  and  that  they  had  to  pay  $7,500.  to  an  agent 
whom  they  had  appointed  to  sell  their  girder  rails  for 
1898.  He  added:  "We  had  to  put  up  a  good  front  to 
carry  the  thing  through."  (E.,  XI,  4237-8.) 

Mr.  Corey  testified  that  prior  to  the  formation  of  the 
Steel  Corporation  he  was  Works  Manager  for  the  Car- 
negie Company;  that  he  could  not  recollect  when  that 
company  made  girder  rails;  that  he  did  not  know  of 
their  being  equipped  to  make  girder  rails  (before  the 
Steel  Corporation  was  formed),  and  that  he  had  no 
knowledge  of  any  arrangement  by  which  the  Carnegie 
Company  was  paid  to  stay  out  of  the  girder  rail  business 
(E.,  VIII,  2990-1). 

Mr.  Schwab  on  cross-examination  corrected  his  for- 
mer testimony  to  the  effect  that  the  Illinois  Steel  Com- 
pany was  a  competitor  of  the  Carnegie  Steel  Company  in 
structural  steel.  He  said  that  while  he  had  knowledge 
that  the  Illinois  Company  did  roll  light  angles  and  chan- 
nels, he  had  found  that  their  sizes  were  under  three 
inches,  which  is  never  classed  as  structural,  but  as  mer- 
chant bars  (E.,  XI,  4225). 

Mr.  Schwab  testified  that  in  November,  1898,  an  at- 
tempt was  made  to  organize  a  company  to  be  called  the 
Empire  Eail  Company;  that  this  company  was  to  be 
formed  by  the  various  rail  manufacturers  for  the  purpose 
of  selling  their  rails;  that  all  the  rail  products  of  these 
companies  were  to  be  sold  to  the  Empire  Company,  and 
that  that  company  in  turn  was  to  sell  them  for  the  manu- 

Digitized  by  Microsoft® 


82 

facturers;  that  it  was  to  be  a  selling  company,  and  that 
the  stock  in  the  company  was  to  be  distributed  as  follows : 

To  the  Carnegie  Steel  Company 2950  shares; 

"     "     Federal  Steel  Company 2950  " 

"     "     Lackawanna  Iron  &  Steel  Com- 
pany   1400  " 

"     "     Cambria  Iron  Company 1100  " 

"     "     Pennsylvania   Steel  Company. .   900  " 

"     "     Colorado  Fuel  &  Iron  Company.  600  " 

"     "     Maryland  Steel  Company 100  " 

Mr.  Schwab  said  that  the  scheme  was  given  up  on 
account  of  objections  by  Mr.  Carnegie  (K.,  XI,  4242-7). 
The  details  of  this  plan  are  set  out  in  the  Carnegie  min- 
utes of  November  14, 1898  (G.  E.,  Ill,  1156). 

Mr.  Schwab  further  testified  that  in  November,  1898, 
an  arrangement  was  made  between  the  Federal  Steel 
Company  and  the  Carnegie  Steel  Company  by  which  they 
undertook  to  divide  the  business  of  selling  rails  through- 
out the  United  States,  and  that  later  the  Cambria  and 
the  Colorado  Fuel  &  Iron  Companies,  were  at  times 
parties  to  the  agreement  (E.,  XI,  4248).  For  Judge 
Gary's  testimony  on  this  point  see  Kecord,  XII,  pp.  4871- 
6;  XIV,  5399. 

It  also  appeared  that  for  a  number  of  years  before 
the  Steel  Corporation  was  formed  a  pool  had  existed 
among  the  manufacturers  of  standard  rails  in  the  United 
States,  and  that  in  the  year  1900  the  membership  in  this 
pool  and  the  allotment  to  each  member  of  his  proportion 
of  the  country's  requirements  was  as  follows : 

Carnegie 30.01125% 

Illinois   30.01125 

Cambria  10.1925 

Colorado    5.285 

Penn  and  Maryland. .  .11. 
Lackawanna    13.50 


100% 
(G.  E.,  Ill,  1273.) 
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The  minutes  of  the  Carnegie  Company  of  April  2, 
1900  (G.  E.,  VI,  1866-7),  record  a  statement  by  Mr! 
Schwab  in  part  as  follows : 

"We  made  an  arrangement  whereby  the  Eail 
Association  is  to  give  to  Ohio  (National)  40,000 
tons  of  Rails  to  make  this  year,  and  next  year  we 
were  to  consider  them  as  members  of  the  pool,  the 
basis    of   their   membership    to    be   agreed   upon 

l£LtGr. 


The  minutes  of  June  12,  1900  (G.  E.,  VI,  1874,  1876), 
record  Mr.  Schwab  as  stating: 

"We  shall  very  soon  have  to  decide  the  ques- 
tion of  whether  or  not  we  shall  continue  in  the 
Rail  Association.  In  a  few  months  the  sales  of 
Rails  will  begin.  I  do  not  think  that  we  can  get 
the  same  percentage  that  we  got  before.  The 
National  Steel  Company  will  want  ten  or  twelve 
per  cent.  If  such  a  request  was  granted  it  would 
reduce  us  from  30  per  cent,  to,  say  26  per  cent." 

The  minutes  of  September  25,  1900  (G.  E.,  VI, 
1892,  1893),  record  a  report  by  Mr.  Schwab  to  the 
effect  that  at  a  meeting  of  the  rail  manufacturers  during 
the  preceding  week  they  had  taken  in  the  National  Steel 
Company,  giving  them  ten  per  cent,  of  the  rails  sold,  to 
be  taken  pro  rata  from  all  the  other  members. 

A  plate  pool  was  also  formed  November  9,  1900.  The 
Carnegie  Company  was  a  member  of  this  pool  on  a  basis 
of  46.25  per  cent. ;  the  Illinois  Company  on  a  basis  of 
11  per  cent.,  and  the  American  Steel  &  Wire  Company 
on  a  basis  of  5.50  per  cent.  (Pet.  Ex.  A,  p.  70). 

There  was  also  a  structural  pool  formed  in  January, 
1897,  which  continued  down  to  the  latter  part  of  1904. 
The  membership  and  allotment  in  this  pool  were  as 
follows : 

Per  cent. 

The  Carnegie  Steel  Co 49  3/8 

Jones  &  Laughlin 12  7/8 

A.  &  P.  Roberts  Co 11  1/2 

Passaic  Rolling  Mill  Co 6 

Phoenix  Iron  Co 5 
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Per  cent. 

Cambria  Iron  Co 5 

Universal  Construction  Co.    (Ill- 
inois Steel  Co.) 4  1/4 

Pottsville  Iron  &  Steel  Co 3 

Cleveland  Boiling  Mill  Co 3 


100 
(E.,  XV,  6034;  Pet.  Ex.  B,  p.  76.) 

Purchase  of  Shelby  Steel  Tube  Company. 

This  company  was  purchased  in  August,  1901  (B.; 
XII,  4803).  The  Steel  Corporation  paid  for  it  by  the 
issue  of  $1,791,038.  of  its  preferred  and  $2,004,550.  of  its 
common  stock  (Pet.,  p.  26;  Ans.,  par.  38). 

The  Government  charges  that  the  Shelby  Company 
was  itself  a  combination  in  restraint  of  trade;  that  it 
produced  about  90  per  cent,  of  the  entire  output  of  the 
country  in  seamless  tubes;  that  through  its  acquisition 
the  Steel  Corporation  got  rid  of  a  competitor  of  the 
National  Tube  Company  and  established  its  supremacy 
in  the  seamless  tube  branch  of  the  industry  (Pet.,  p. 
26-7). 

The  answer  denies  that  the  Shelby  Company  consti- 
tuted a  combination  in  restraint  of  trade;  it  denies  that 
the  National  Tube  Company  was  a  competitor  of  the 
Shelby  to  any  important  extent,  and  says  that  the  Steel 
Corporation  was  anxious  to  get  into  the  seamless  tube 
business  and  purchased  the  Shelby  Company  because  the 
latter  was  the  owner  of  the  only  successful  patent  for 
making  seamless  tubes  (Ans.,  par.  38). 

The  Government  made  no  attempt  to  prove  its  charge 
of  illegal  combination  against  the  Shelby  Company.  On 
the  contrary,  it  appeared  that  the  Shelby  Company  man- 
ufactured altogether  under  patents  obtained  from  the 
Government  of  the  United  States,  and  that  its  large  per- 
centage of  the  business  was  due  to  the  fact  that  its  pat- 
ented processes  were  the  only  successful  ones  then  in  use 
(R.,  XIII,  4986-7). 
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The  Government  offered  in  evidence  minutes  of  the 
National  Tube  Co.  directors  as  follows : 

May  21,  1901.  "President  Hearne  reported 
*  *  *  that  it  is  extremely  doubtful  if  seam- 
less tubes  can  be  produced  as  cheaply  as  lap- 
welded,  operating  under  the  existing  values  of 
their  respective  raw  materials"  (G.  E.,  II,  412). 

March  19, 1907.  "Mr.  Worcester  further  stated 
that  the  Shelby  Steel  Tube  Company  was  confin- 
ing itself  to  the  higher  priced  seamless  product 
and  not  attempting  to  take  business  which  could 
be  furnished  in  either  seamless  or  welded  form. 
This  latter  business  they  left  in  the  open  market 
and  the  National  Tube  Company  was  getting  its 
share  of  it"  (G.  E.,  XIV,  2902). 

The  Government  offered  in  evidence  certain  minutes 
of  the  Steel  Corporation  and  the  National  Tube  Com- 
pany as  bearing  on  the  question  of  competition  between 
the  Steel  Corporation  and  the  Shelby  Company.  These 
are  referred  to  below  in  connection  with  the  cross-exami- 
nation of  Judge  Gary. 

Before  the  Steel  Corporation  was  formed,  the  Na- 
tional Tube  Co.  had  tried  to  get  into  the  seamless  tube 
business,  which  was  growing  in  importance.  The  Na- 
tional Tube  Co.'s  efforts  to  make  seamless  tubes  success- 
fully, including  the  purchase  of  the  Standard  Seamless 
Tube  Co.  for  that  purpose,  are  described  under  the  head- 
ing "National  Tube  Co."  at  pages  532-4  hereof. 

The  Government  also  offered  in  evidence  as  Exhibit 
482  (G.  E.,  XIV,  2823)  a  tabulation  of  the  seamless 
tube  mills.  This  shows  that  in  1901,  after  the  acquisition 
of  the  Shelby,  the  Steel  Corporation  had  82.8  per  cent, 
of  the  seamless  tube  capacity  of  the  country;  that  there 
was  then  in  existence  one  other  seamless  tube  plant, 
namely,  the  Detroit  Seamless  Tube  Company,  with  a 
capacity  of  7,000  tons. 

The  reasons  for  the  purchase  of  the  Shelby  Company 
were  stated  by  Mr.  Schwab,  Judge  Gary  and  Mr.  Roberts, 
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Mr.  Schwab  said  that  the  Shelby  Company  was  pur- 
chased while  he  was  president  of  the  Steel  Corporation 
and  was  a  member  of  the  executive  committee;  that  he 
had  to  do  with  the  purchase,  and  advised  very  strongly 
in  favor  of  it ;  that  for  four  or  five  years  he  had  advocated 
the  making  of  tubes  in  the  Carnegie  Steel  Company; 
that  he  desired  to  make  them  there  by  a  process  different 
from  any  that  had  ever  been  used ;  that  he  wanted  to  make 
an  entirely  new  line  of  manufacture  an  innovation 
in  tubes;  that  the  Shelby  Tube  Company  was  the 
works  at  which  he  made  his  first  experiments  with 
a  view  of  making  this  kind  of  tubes — seamless  tubes; 
that  the  Shelby  Company  had  the  equipment  to 
carry  out  the  ideas  that  he  believed  were  ultimately 
to  come  in;  that  Mr.  Miller,  its  manager,  was  in 
entire  sympathy  with  his  views  in  regard  to  the  mat- 
ter; that  he  urged  the  purchase  of  the  Shelby  Company 
primarily  because  he  wanted  to  see  this  idea  of  rolling 
all  tubes  seamless  fully  developed;  that  he  believed  that 
that  was  the  place  where  it  could  be  done ;  that  the  seam- 
less tubes  that  had  been  made  within  the  Corporation 
were  not,  to  his  mind,  made  on  proper  economic  prin- 
ciples, and  he  thought  that  those  of  the  Shelby  were  (K., 
XI,  4198-9). 

Judge  Gary  said  that  the  business  of  the  Shelby 
Company  was  the  manufacture  of  seamless  tubes,  and 
that  it  was  only  to  get  into  the  seamless  tube  business 
that  the  stock  of  the  company  was  purchased ;  that  about 
30,000  tons  of  seamless  tubes  were  being  made  annually 
in  the  United  States  at  this  time;  that  the  National 
Tube  Company  had  been  trying  to  get  into  this  busi- 
ness and  was  in  it  to  a  slight  extent,  but  not  success- 
fully ;  that  the  Shelby  Company  was  offered  to  the  Steel 
Corporation  a  good  many  times,  and  was  in  rather 
straightened  circumstances;  that  the  Shelby  Company 
had  a  patent  that  was  considered  good  and  valuable ;  that 
Mr.  Eoberts  was  impressed  with  the  patent;  that  they 
were  urged  to  buy  the  company  and  did  buy  it,  and  got 
into  the  seamless  tube  business  in  that  way   (R.,  XII, 
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4803-4) .  He  said  that  if  the  Steel  Corporation  could  have 
done  so  it  would  undoubtedly  have  bought  the  patent  and 
built  a  plant  of  its  own,  but  that  it  could  not  buy  the 
patent  without  buying  the  plant  (R.,  XII,  4805). 

Judge  Gary  said  that  previous  to  the  purchase  of  the 
Shelby  Company,  the  National  Tube  Company  had  at- 
tempted to  make  seamless  tubes  under  other  processes, 
but  had  not  been  successful;  that  it  had  tried  two  or 
three  processes  at  least  and  had  not  gotten  on  well ;  that 
the  last  one  purchased  they  thought  at  first  was  a  good 
patent,  but  that  it  did  not  turn  out  to  be  very  practical 
or  successful  (R.,  XII,  4804).  He  said  that  after  the 
purchase  of  the  Shelby  Company  its  plant  was  used  to 
make  seamless  tubes;  that  the  Steel  Corporation  has 
been  manufacturing  such  tubes  under  the  process  ob- 
tained from  the  Shelby  Company  ever  since;  and  that 
since  the  purchase  neither  the  National  Tube  Company 
nor  the  Steel  Corporation  has  operated  under  either  of 
the  old  processes  owned  prior  to  the  purchase  of  the 
Shelby  Company  (R.,  XII,  4805). 

On  cross-examination  Judge  Gary  was  referred  to 
the  following  minutes  of  the  executive  committee  of  the 
Steel  Corporation: 

"April  20th,   1901. 
Shelby  Tube  Company  Experiments. 

The  President  reports  advices  from  Mr.  Miller 
of  the  Shelby  Tube  Company  of  the  entire  success 
of  certain  experiments  instituted  at  the  request 
of  Mr.  Schwab  with  the  view  of  making  a  tube 
to  compete  with  the  lap-welded  tube  for  pipe. 
Under  the  arrangement,  Mr.  Schwab  was  to  pay 
$25,000.  for  the  experimental  costs  for  which  he 
would  be  entitled  to  all  information  as  to  the 
process. 

The  discussion  then  took  the  direction  of  the 
advantage  or  otherwise  of  a  combination  or  under- 
standing with  the  Shelby  people.  Mr.  Converse 
stated  that  the  Shelby  and  the  National  Tube 
Companies  are  the  only  makers  of  seamless  tubing. 

The  Chairman  suggested  that  inasmuch  as  we 
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are  entitled  to  this  information  regarding  the  new 
process,  the  President  might  say  we  would  like  to 
have  it;  that  we  would  be  glad  to  carefully  con- 
sider the  purchase  of  their  company, — it  being 
clearly  understood  in  advance  that  we  were  com- 
mitted to  no  proposition,  but  for  the  purpose  of 
knowing  whether  he  would  care  to  recommend, 
the  President  desired  very  full  information  as  to 
the  company  and  its  business. 

It  was  finally  recommended  by  the  committee 
that  the  President  of  this  company  advise  a  repre- 
sentative of  the  National  Tube  Company,  through 
its  President,  and  one  from  the  Carnegie  Com- 
pany to  examine  the  plant,  look  the  whole  mat- 
ter over  and  make  a  report  to  the  President  of 
this  company. 

Steel    Contract    Between    Shelby    Tube    Company   and 
Carnegie  Co. 

The  President  stated  that  the  Carnegie  Steel 
Company  had  a  contract  with  the  Shelby  Tube 
Company  to  supply  it  with  steel;  that  it  was  a 
very  favorable  one  to  the  Carnegie  Company  inas- 
much as  the  latter  could  so  arrange  the  price  of 
steel  that  it  would  be  rather  difficult  for  the  Shelby 
Company  to  continue  in  business. 

The  Chairman  expressed  the  opinion  that  he 
would  a  great  deal  rather  have  that  company  in 
business  under  our  control  than  to  absorb  them. 

The  Committee  instructed  the  President  to 
take  up  the  matter  with  Mr.  Miller  without  com- 
mitting himself."    (C.  E.  II,  558-9.) 

"April  24th,  1901. 
Shelby  Tube  Company. 

The  President  reported  that  he  had  had  an 
interview  with  Mr.  Miller  of  the  Shelby  Tube 
Company  and  expects  to  receive  from  him  a  state- 
ment covering  the  last  six  months  showing  ship- 
ments and  amount  of  orders  on  the  books.  A  simi- 
lar statement  will  be  furnished  to  Mr.  Schwab  by 
the  National  Tube  Company. 

It  was  suggested  that  some  arrangement  could 
be  made  with  Mr.  Miller  with  the  view  of  main- 
taining prices  and  that  some  prices  now  could  be 
advanced  by  both  companies."  (G.  E.  II,  560.) 
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"Apeil  30th,  1901. 

Shelby  Tube  Company. 

The  President  reported  in  a  general  way  tlie 
result  of  an  interview  had  with  Mr.  Miller  of  the 
Shelby  Tube  Company.  Mr.  Schwab  believes  it 
is  not  at  present  feasible  to  make  anv  division  of 
the  business  of  the  National  and  Shelby  Tube 
Companies. 

Upon  the  question  of  the  acquisition  of  the 
property  of  that  company,  the  President  stated 
that  the  stock  outstanding  amounted  to  eight  mil- 
lions of  common  and  five  millions  preferred  stock. 
He  also  gave  figures  showing  the  business  trans- 
acted by  the  Shelby  Company.  He  is  impressed 
with  its  earning  capacity  and  believes  that  under 
our  control  it  would  net  about  50%.  He  rather 
thinks  that  the  whole  property  could  be  purchased 
for  about  $3,500,000.  Mr.  Converse  stated  that 
it  is  the  only  real  live  competitor  the  National 
Tube  Company  has  and  that  between  the  two 
companies  all  the  patents  for  seamless  tubing 
manufacture  are  owned."    (G.  E.  II,  562.) 

Eeferring  to  the  paragraph  in  which  Mr.  Converse 
is  reported  as  stating  that  "the  Shelby  and  the  National 
Tube  Companies  are  the  only  makers  of  seamless 
tubing,"  Judge  Gary  said  that  he  did  not  remember 
the  circumstances  reported ;  that  he  thought  Mr.  Converse 
dignified  the  National  Tube  Company  a  little  more  than 
it  was  entitled  to  in  his  statement;  that  of  course  Mr. 
Converse  was  better  informed  about  what  they  were 
making  at  that  time,  and  he  thought  would  be  more  en- 
thusiastic in  his  statement  of  a  question  than  he  (Gary) 
would.  When  asked  if  he  knew  any  facts  that  he  could 
state  of  his  own  knowledge  contrary  to  the  statement 
in  the  minutes,  Judge  Gary  replied :  "Well,  I  know  this, 
Judge  Dickinson,  that  at  that  time  the  practical  men  of 
the  National  Tube  Company  did  not  consider  they  were 
making  a  success  of  the  seamless  tube.  I  know  they 
were  casting  about  and  looking  around  to  get  hold  of  a 
patent — something  that  would  enable  them  to  get  into 
that  business."  He  said  he  did  not  think  that  the  prac- 
tical men  of  the  National  Tube  Company  had  any  con- 
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fidence  in  their  ability  to  make  seamless  tubes  at  that 
time;  that  he  knew  that  from  their  statements  (E.,  XIII, 
5243-4). 

Judge  Gary  said  that  in  the  first  place,  he  was  not  in 
favor  of  purchasing  the  Shelby  Tube  Company;  that  he 
really  thought  from  Mr.  Converse's  statements  that  the 
National  Tube  Company  had  patents  that  were  pretty 
good,  but  that  afterwards,  in  talking  with  some  of  the 
practical  men,  he  reached  the  conclusion  that  the  Tube 
Company  did  not  have  a  patent  that  was  satisfactory  or 
sufficient  (B.,  XIII,  5244-5). 

Judge  Gary's  attention  was  next  called  to  another 
paragraph  of  the  same  minutes,  referring  to  a  steel  con- 
tract between  Shelby  Tube  Company  and  Carnegie 
Company.  He  said  that  he  did  not  know  anything  what- 
ever about  the  contract  referred  to;  that  he  had  no 
recollection  about  it ;  that  he  did  not  think  he  ever  made 
any  statement  just  like  the  one  in  the  minutes;  that  he 
did  not  recall  the  conversation  or  statements;  that  he 
remembered  the  incident,  however;  that  he  remembered 
that  at  that  time  he  was  not  in  favor  of  buying  the  prop- 
erty and  was  trying  to  dispose  of  it  (the  proposition  of 
purchase)  ;  that  he  certainly  did  not  use  the  words  which 
were  attributed  to  him;  that  he  had  no  doubt  he  did  say 
he  would  rather  sell  the  Shelby  Company  steel  than  to 
buy  the  company  (B.,  XIII,  5247-8). 

Judge  Gary  said  that  he  made  up  his  mind  that  it 
was  a  desirable  thing  to  buy  the  Shelby  Company  after 
the  Steel  people  had  made  a  report  concerning  the 
Shelby  patents,  their  validity  and  utility  (B.,  XIII, 
5245). 

Judge  Gary's  attention  was  next  called  to  the  minute 
of  the  executive  committee,  under  date  of  April  24,  1901, 
in  which,  under  the  heading  "Shelby  Tube  Company" 
it  was  suggested  that  some  arrangement  could  be  made 
with  Mr.  Miller  with  the  view  of  maintaining  prices. 

On  being  asked  what  arrangement  about  maintaining 
prices  was  there  referred  to,  Judge  Gary  answered: 

"I  have  no  idea.     I  have  no  recollection.     It 
does  not  state  who  made  the  suggestion.     I  pre- 
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sume  you  will  not  find  any  arrangement  was  actu- 
ally made;  certainly  not  with  my  knowledge  or 
approval"  (R.,  XIII,  5249-50). 

Judge  Gary's  attention  was  next  called  to  the  minute 
of  the  executive  commititee  under  date  of  April  30,  1901, 
in  which  Mr.  Converse  stated  that  Shelby  was  the  only 
real  live  competitor  the  National  Tube  Company  had, 
and  that  between  the  two  companies  all  the  patents 
for  seamless  tubing  manufacture  were  owned. 

Judge  Gary  said  that  he  would  be  interested  in  know- 
ing whether  the  Shelby  considered  the  National  as  a 
competitor ;  that  he  does  not  remember  what  occurred  at 
the  time,  but  from  what  he  learned  of  the  conditions 
later  he  could  not  help  but  view  some  of  the  statements 
in  the  minutes  as  rather  ridiculous   (R.,  XIII,  5250-3). 

He  said  he  did  not  know  how  many  patents  there  were 
at  that  time  covering  the  piercing  of  tubes ;  that  his  mind, 
however,  rested  upon  the  fact  that  the  Shelby  had  its 
basic  patent,  which  was  all  important  (R.,  XIII,  5253-4). 
He  said  that  the  patent  of  the  Shelby  Tube  Company 
was  passed  upon  by  the  corporation  lawyers;  that  he  be- 
lieves that  Mr.  Bennett  examined  it  for  the  Steel  Cor- 
poration and  is  very  sure  that  he  talked  with  Mr.  Ben- 
nett about  it  (R.,  XIII,  5247). 

See  further  with  respect  to  these  minutes  the  testi- 
mony of  Judge  Gary  on  pages  4787-9,  (Vol.  XII)  ;  5217-8, 
5220  (Vol.  XIII). 

Herbert  Sanborn  Smith  was  Assistant  to  the  Presi- 
dent of  the  Shelby  Steel  Tube  Company  from  1900  until 
it  was  sold  to  the  Steel  Corporation   (R.,  XIX,  7918). 

He  testified  that  the  Shelby  Company  operated  under 
the  Mannesmann  patent  which  was  a  patent  for  piercing 
the  solid  billet  preliminary  to  expanding  and  drawing 
the  seamless  tubing;  that  during  the  time  he  was  with 
the  Shelby  Company,  the  Standard  Company  (a  sub- 
sidiary of  the  National  Tube  Co.)  was  attempting  to 
produce  seamless  tubes  under  some  other  patent  or  with 
some  other  machine  than  the  Shelby  and  as  he  recalled 
not  at  all  successfully;  that  he  visited  the  mills  of  the 
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Standard  Tube  Company  once,  in  the  fall  of  1900  or 
the  winter  of  1900-1901,  and  saw  them  making  tubes 
by  their  process  and  with  their  machines ;  that  they  were 
making  some  experiments,  but  had  put  none  of  their 
product  on  the  market. 

On  being  asked  whether  or  not  there  was  then  any 
successful  process  for  making  seamless  tubes  except  the 
one  for  which  the  Shelby  Company  had  the  patent,  he 
answered  there  was  not  (K.,  XIX,  7939-40). 

Mr.  Eoberts  testified  that  he  recalled  that  while  he 
was  a  member  of  the  executive  committee  of  the  United 
States  Steel  Corporation  the  Shelby  Tube  Company  was 
purchased.  He  said  that  the  National  Tube  Company  had 
recently  purchased  the  plants  of  the  Standard  Tube 
Company  to  enable  them  to  enter  into  the  successful 
manufacture,  as  they  supposed,  of  seamless  steel  tubes; 
that  as  a  result  of  the  information  obtained,  the  executive 
committee  deemed  it  advisable  to  purchase  the  Shelby 
Tube  Company  in  view  of  the  patents  which  the  Shelby 
Company  owned  and  concerning  which,  at  that  time, 
there  was  litigation  between  the  Standard  Tube  Com- 
pany and  certain  individuals  and  the  Shelby  Company, 
the  defense  of  which  litigation  the  National  Tube  Com- 
pany had  assumed  upon  its  purchase  of  the  Standard; 
that  with  these  patents  the  Steel  Corporation  would  be 
enabled  more  successfully  to  prosecute  the  manufacture 
of  seamless  tubes  than  they  were  then  in  position  to  do ; 
that  the  matter  came  before  the  executive  committee  in 
this  shape;  that  he  voted  on  it  entirely  from  the  view- 
point of  the  control  of  the  Shelby  patents,  and  that  the 
machinery  covered  by  the  patents  of  the  Shelby  Company 
has  been  in  successful  operation  ever  since  the  purchase 
and  has  displaced  the  machinery  formerly  used  by  the 
Standard   (E.,  XIII,  4986-7). 

On  cross-examination  Mr.  Roberts  testified  that  in 
making  or  attempting  to  make  seamless  tubes  prior  to 
the  taking  over  of  the  Shelby  Company  the  principal 
machinery  used  by  the  Standard  Company,  and  in  refer- 
ence to  which  there  was  litigation  between  the  Shelby 
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and  the  Standard,  was  for  piercing  the  blanks  from  which 
the  seamless  tubes  were  produced.  He  said  that  the 
validity  of  the  patent  covering  this  machinery  was  later 
determined  in  a  suit  between  the  Shelby  Company  and 
a  concern  whose  name  he  did  not  then  recall,  the  decision 
being  given  about  1905  in  favor  of  the  Shelby  Company. 
He  said  that  he  could  not  tell  the  exact  number  of  patents 
under  which  the  Standard  Company  was  operating  in 
its  plans  or  efforts  to  produce  seamless  tubes,  but  that 
the  patent  in  dispute  between  the  Shelby  and  the  Stand- 
ard was  the  vital  patent  of  the  process.  He  said  that 
there  were  two  former  employes  of  the  Shelby  Company 
who  had  left  it  and  started  the  Standard ;  that  they  made 
these  piercing  machines  which  the  Shelby  Company 
claimed  infringed  their  patent,  and  the  litigation  was 
in  regard  to  this;  that  it  was  the  foundation  of  the 
process;  that  it  was  a  vital  patent  (R.,  XIII,  5076-7); 
that  he  could  not  tell  the  date  of  the  suit  between  the 
Shelby  and  the  Standard  companies,  except  that  it  was 
before  the  acquirement  of  the  Standard  by  the  National 
Tube  Company  (E.,  XIII,  5082). 

Mr.  Eoberts  further  testified  that  he  knew  the  piercing 
machinery  was  absolutely  essential  to  the  success  of  the 
process,  and  that  the  piercing  machinery  of  the  Standard 
Company  was  an  infringement  of  the  Shelby  patent ;  that 
he  has  seen  the  patent;  that  he  did  not  say  that  the 
Standard  Company  had  no  other  patents  or  was  oper- 
ating under  no  other  patents,  but  he  would  say  that  it 
had  no  other  patent  for  the  piercing  machinery;  that  it 
was  operating  under  no  other  patent  for  that  portion 
of  the  process  known  as  piercing  blanks,  upon  which  the 
subsequent  operations  of  making  seamless  tubes  de- 
pended (R.,  XIII,  5078-9).  He  said  that  the  machinery 
used  after  the  acquisition  of  the  Shelby  Tube  Company, 
so  far  as  the  piercing  of  blanks  was  concerned,  was 
changed  to  the  machinery  covered  by  the  Shelby  patents 
(R.,  XIII,  5081). 

On  cross-examination  Mr.  Roberts  was  further  asked 
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if  he  knew  that  at  the  time  the  Standard  Company  was 
acquired  by  the  National  Tube  Company,  the  latter  was 
making  seamless  tubes  and  regarded  the  Standard  and 
Shelby  as  competitors.     He  replied: 

"Undoubtedly  to  a  greater  or  less  extent.  The 
percentage  of  seamless  tubes  being  made  by  the 
National  Tube  Company  at  the  time  of  its  acquire- 
ment of  the  Standard,  was  an  extremely  small  per- 
centage, and  was  in  an  experimental  stage"  (E., 
XIII,  5082). 

Mr.  Roberts  said  that  the  National  was  making  lap- 
welded  tubes  and  that  had  always  been  its  business ;  that 
lap  and  butt-welded  pipe  was  its  entire  business,  except 
this  small  percentage  of  seamless  tubes  already  referred 
to ;  that  the  percentage  of  its  business  in  seamless  tubes 
at  the  time  it  took  over  the  Standard  was  so  small  that  it 
would  not  be  appreciable;  that  lap-welded  tubes  were  not 
in  competition  with  seamless  tubes  and  never  have  been 
(E.,  XIII,  5082-3)  ;  that  seamless  tubes  are  used  princi- 
pally for  high  pressure,  such  as  in  boiler  tubes,  which 
lap  welded  tubes  will  not  withstand ;  that  seamless  tubes 
could  be  used  in  place  of  lap  welded  (but  not  vice  versa) 
only  at  a  disregard  of  price  (E.,  XIII,  5085). 

Purchase  of  Union  Steel  Company. 

This  company  was  formed  by  the  merger  of  the  Union 
Steel  Company  with  the  Sharon  Steel  Company.  The 
merger  agreement  bears  date  November  20,  1902,  and 
will  be  found  in  the  Government  Exhibits,  Volume  IV, 
page  1583. 

The  merged  company  was  taken  over  by  the  United 
States  Steel  Corporation  under  an  agreement  dated  De- 
cember 15,  1902,  printed  in  the  Government  Exhibits, 
Volume  IV,  page  1574. 

The  Government  alleges  that  the  Union  and  Sharon 
companies  were  competitors ;  that  the  merger  of  the  two 
companies   constituted   a    combination    in    restraint    of 
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trade;  that  the  merged  company  was  an  important  com- 
petitor of  the  Steel  Corporation;  that  it  was  purchased 
by  the  latter  to  eliminate  the  competition  of  influential 
interests  back  of  the  Union  concern,  particularly  that  of 
H.  C.  Frick,  and  that  the  price  paid  was  in  excess  of  the 
value  of  the  properties  acquired  (Pet.,  p.  28). 

All  these  allegations  were  put  in  issue  by  the  answer 
(Pars.  40-5). 

The  Government  called  John  Stevenson,  Jr.,  J.  P. 
Whitla,  William  H.  Donner  and  Julian  Kennedy. 

Mr.  Stevenson  said  that  the  Sharon  Steel  Company 
was  organized  in  September,  1899;  that  he  became  con- 
nected with  it  at  the  end  of  the  following  November  (E., 
Ill,  1086-7),  and  that  at  the  time  it  was  merged  with  the 
Union  Steel  Company  he  was  the  largest  stockholder  (R., 
Ill,  1098).  He  said  that  the  Sharon  Company  had  built 
or  was  building  three  blast  furnaces,  an  open-hearth 
steel  plant,  blooming  mills,  two  rod  mills,  a  wire  mill,  a 
wire  nail  mill  and  twenty  tin  plate  mills  (R.,  Ill,  1045, 
1087,  1090)  ;  that  the  company  could  make  about  350,000 
tons  of  steel  a  year  and  had  25,000,000  tons  of  ore  (R., 
Ill,  1050-1)  ;  that  it  had  one  blast  furnace  in  operation 
and  two  more  under  way;  that  the  Union  Company  had 
blast  furnaces  on  paper  only  and  was  deficient  in  ore 
supply,  and  that  by  putting  the  two  companies  together 
each  supplemented  and  complemented  the  other  (R.,  Ill, 
1090-1).  He  stated  that  both  the  Sharon  and  the  Union 
Companies  sold  their  product  of  wire  and  nails  in  com- 
petition with  the  American  Steel  &  Wire  Company  (R., 
Ill,  1050-1),  and  gave  the  combined  capacity  of  the 
Union  and  Sharon  Companies  at  over  2,000,000  kegs  of 
nails  and  150,000  tons  of  rods  a  year  (R.,  Ill,  1055). 

On  cross-examination  Mr.  Stevenson  said  that  the 
Sharon  Company  had  a  large  amount  of  floating  in- 
debtedness and  tried  to  arrange  an  issue  of  bonds,  but 
the  proceeds  were  not  forthcoming;  that  "instead  of  a 
bond  issue  we  united"  (R.,  Ill,  1091).    He  said  it  might 
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be  thought  the  Sharon  Company  competed  with  the  Steel 
Corporation,  but  that  he  did  not  think  so;  that  there 
were  enough  orders  to  go  around  for  everybody;  that 
there  wasn't  much  competition ;  that  the  country  absorbed 
all  the  products  of  everybody;  that  the  Sharon  Steel 
Company  sold  a  few  billets  locally,  mostly  to  the  local 
hoop  mill;  that  it  also  sold  wire  and  nails  and  tin  plate, 
but  nothing  else  worth  mentioning  (R.,  Ill,  1092-3).  He 
said  that  there  were  no  unfair  practices  after  the  Steel 
Corporation  was  formed;  that  competition  was  open  and 
fair;  that  there  was  no  arrangement  as  to  output  or 
prices  with  anybody;  that  the  Sharon  Company  sold  all 
it  could  and  got  the  market  price  and  did  not  meet  with 
any  unfair  practice  or  competition;  that  he  sold  out  to 
the  Steel  Corporation  because  he  was  hard  up  and  wanted 
to  get  out;  that  the  Steel  Corporation  was  approached 
by  Mr.  George  Darr,  president  of  the  Sharon  Company 
who  started  the  negotiations  which  ultimately  led  to  their 
coming  together;  that  Mr.  Darr  was  in  a  position  in 
New  York  to  do  that — that  is,  to  reach  those  who  could 
speak  for  the  Steel  Corporation,  either  to  get  the  Sharon 
some  more  money  or  speak  to  the  Steel  Corporation  (K., 
Ill,  1095-8). 

Mr.  Stevenson  said  that  the  Sharon's  ore  property 
was  sold  for  five  million  dollars,  and  its  coal  property  at 
a  thousand  dollars  an  acre,  which  was  a  very  moderate 
market  price;  that  the  price  of  the  steel  plant  was  the 
cost  as  shown  on  the  company's  books;  that  the  price 
obtained  was  a  low  price  and  that  if  he  had  had  a  couple 
of  million  dollars,  he  would  not  have  sold  the  property 
at  that  price;  that  he  was  not  coerced  or  forced  or  in- 
duced to  sell  by  any  other  consideration  than  his  finan- 
cial condition  (R.,  Ill,  1099).  He  said  that  the  pro- 
duction of  the  Sharon  and  Union  at  the  time  of  the  sale 
to  the  Steel  Corporation  was  less  than  two  per  cent,  of 
the  total  production  of  the  country;  that  the  Steel  Cor- 
poration did  not  by  reason  of  the  purchase  obtain  a 
monopoly  in  any  of  the  products  manufactured  by  the 
Sharon  or  the  Union  Company;  that  the  Steel  Corpora- 
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tion  did  not  at  that  time  have  a  monopoly  in  any  of  such 
products,  and  that  the  productive  capacity  of  the  merged 
company  was  much  smaller  than  that  of  the  Pennsylvania 
Steel  Company,  the  Cambria  Steel  Company,  Jones  & 
Laughlin,  and  some  others  (E.,  Ill,  1108-9). 

Mr.  Whitla  testified  that  he  was  the  attorney  of  the 
Sharon  Steel  Company  from  its  organization  in  October, 
1899,  until  September  1,  1900,  after  which  date  he  gave 
his  entire  time  to  the  company,  and  that  he  was  also 
interested  as  an  owner  of  its  stock  (E.,  V,  1997).  He 
gave  the  capacity  and  production  of  the  Sharon  Steel 
Company  substantially  as  testified  to  by  Mr.  Stevenson, 
and  said  that  its  product  of  wire  and  nails  was  sold  in 
competition  with  the  American  Steel  &  Wire  Company 
and  with  the  Union  Steel  Company  (E.,  V,  2001).  On 
cross-examination  he  was  asked  how  he  came  to  sell  out 
to  the  Steel  Corporation.     He  answered : 

"The  Sharon  Steel  Company  had  grown  very 
much  beyond  what  any  of  its  founders  had  antici- 
pated for  it.  Some  of  the  men  who  were  most 
active  in  the  company  had  private  business  in- 
terests that  were  being  sacrificed  by  so  much  as 
they  were  compelled  to  give  their  time  to  the 
Sharon  Steel  Company.  The  price  that  was 
offered  for  it  seemed  a  fair  one,  and  they  chose  to 
take  advantage  of  the  opportunity  to  sell"  (E., 
V.,  2002-3). 

Mr.  Whitla  said  that  the  president  of  his  company, 
Mr.  Darr,  had  his  own  business  interests  which  had 
taken  him  away  from  Pittsburgh  to  New  York,  and  he 
was  particularly  inclined  to  sell;  that  Senator  Flinn  had 
a  large  interest  in  the  Sharon  Steel  Company,  and  that 
neither  he  nor  Mr.  Darr  were  practical  steel  men;  that 
Mr.  Buhl  was  originally  president  of  the  company  and 
had  retired  in  1901;  that  Mr.  Stevenson  then  became 
general  manager  and  had  charge  of  the  operations  of  the 
company;  that  the  price  to  the  Steel  Corporation  was 
based  upon  the  price  of  the  properties  as  taken  into  the 
consolidated  Union  Steel  Company;  that  the  plants— 
the  mills— went  in  at  cost;  that  the  ore  and  coal  prop- 
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erties  went  in  at  an  agreed  price ;  that  he  thinks  the  ore 
properties  went  in  at  a  very  modest  valuation;  that  the 
ore  property  of  the  Sharon  Company  had  been  drilled  to 
the  extent  of  showing  that  there  were  at  least  20,000,000 
tons  of  ore  in  the  ground;  that  it  was  a  fee  property 
upon  which  no  royalty  was  to  be  paid,  and  that  the  valua- 
tion of  |5,000,000.  would  mean  25  cents  a  ton  for  the  ore 
in  the  ground,  and  that  the  physical  properties  of  the  ore 
made  it  one  of  the  very  desirable  properties  on  the  Mesaba 
Eange;  that  he  thinks  the  Sharon  Company  had  about 
1,300  or  1,500  acres  of  coking  coal  in  Fayette  County, 
and  that  the  price  for  this  property  was  what  was  then 
regarded  as  the  market  value  of  similar  properties,  and 
was  considered  by  everybody  interested  as  fair.  He  said 
that  taking  the  properties  sold  to  the  Steel  Corporation 
all  together,  the  price  did  not  exceed  their  value  in  his 
opinion  (R.,  V.,  2003-5). 

Mr.  Whitla  said  that  there  were  no  pools  in  steel 
products  existing  at  the  time  of  the  sale  to  the  Steel 
Corporation,  to  which  his  company  was  a  party ;  that  the 
nail  manufacturers  were  accustomed  to  meet  about  every 
thirty  days  in  Chicago  and  talk  over  trade  conditions,  but 
that  the  Steel  &  Wire  Company  never,  so  far  as  he  knew, 
took  any  part  in  any  of  those  meetings  (R.,  V,  2006). 
He  said  that  the  sale  to  the  Steel  Corporation  was  not 
on  account  of  any  oppressive  practices  on  the  part  of 
that  corporation,  or  any  threat,  or  any  movement  that 
was  threatful  to  his  company,  and  that  he  was  not  actu- 
ated in  taking  part  in  the  sale  by  any  fear  of  the  com- 
petition of  the  Steel  Corporation,  or  by  any  oppressive 
or  unfair  tactics  or  policy  pursued  by  it  (E.,  V,  2007). 

Mr.  Donner  testified  that  he  organized  the  Union 
Steel  Company  in  the  summer  of  1899;  that  associated 
with  him  were  A.  W.  Mellon,  R.  B.  Mellon,  and  later 
Henry  C.  Frick;  that  he  (Donner)  had  a  quarter  in- 
terest; that  the  Mellons  had  three-quarters,  and  Mr. 
Frick  had  one-third  of  the  Mellon  interest,  giving  him 
one-quarter;  that  the  Union  Steel  Company  manufac- 
tured only  wire  products  and  had  a  wire  rod  capacity 
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of  about  180,000  tons  a  year  and  a  wire  capacity  of  about 
75  per  cent,  of  its  rod  capacity ;  that  its  capacity  in  nails 
was  about  1,200,000  kegs  a  year;  that  some  time  in  1900 
it  made  a  contract  for  its  supply  of  steel  with  the  Car- 
negie  Steel   Company   to  run  for  five  years  with  the 
privilege  of  either  party  to  cancel  it  on  one  year's  notice, 
after  a  certain  period  (R.,  VI,  2141-2).     He  said  that 
after  the  organization  of  the  Steel  Corporation  his  com- 
pany felt  that  it  would  probably  be  necessary  for  them 
to  build  a  steel  works  as  otherwise  they  would  be  buy- 
ing their  raw  material  from  their  competitors,  and  he 
thought  it  was  only  good  business  to  make  themselves 
independent;    that    they    started    the    erection    of    two 
blast  furnaces,   twelve  open-hearth   furnaces,   a  mixer, 
and  a  blooming  mill  at  Donora;   that  the  two  blast 
furnaces  had  an   estimated  annual   capacity   of  about 
360,000  tons  a  year,  and  the  twelve  open-hearth  furnaces 
an  estimated  annual  capacity  of  about  500,000  tons  per 
year;  that  this  would  be  ingot  capacity  and  that  they 
would  have  a  capacity  of  about  90  per  cent,   of  that 
amount  in  billets,  blooms  and  slabs    (R.,  VI,  2143-5). 
He  said  that  the  two  blast  furnaces  and  the  twelve  open- 
hearth    furnaces    would    have    given    them    a    greater 
capacity  than  was  needed  for  their  finished  wire  products, 
but  that  the  two  blast  furnaces  made  an  economical  unit, 
and  that  they  could  manufacture  to  better  advantage 
with  twelve  open-hearth  furnaces  than  a  smaller  number 
and  could  sell  their  surplus 'billets  to  good  advantage  in 
the  market,  as  they  are  staple  products  (R.,  VI,  2145). 
Mr.  Donner  said  that  early  in  1901  he  organized  the 
Donora  Mining  Company,  a  Minnesota  corporation ;  that 
this  corporation  secured  a  number  of  leases  on  lands  that 
were  located  on  the  Mesaba  Range ;  that  they  also  acquired 
the  Sweeney,  Penobscot,  Little  Mesaba  and  the  Volunteer 
mines  (R.,  VI,  2151-8)  ;  that  the  Union  Steel  Company 
also  acquired  3,212  acres  of  thoroughly  drilled  coking 
coal   land  in   the   Klondike  region,   together  with   the 
charter  of  a  railroad  from  twenty-five  to  forty  miles  long 
extending  to  the  same  (R.,  VI,  2163-5,  2193).     He  said 
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that  the  ingot  capacity  of  the  Union  Steel  Company  was 
practically  the  same  as  the  ingot  capacity  of  the  Sharon 
Company  (E.,  VI,  2168) ;  that  early  in  1902,  or  pos- 
sibly late  in  1901,  the  Sharon  Company  and  his  com- 
pany discussed  the  question  of  merging;  that  both  com- 
panies thought  a  merger  would  be  advantageous;  that 
both  companies  thought  they  could  operate  the  plants 
unitedly  more  economically  than  separately,  and  there 
would  be  some  advantages  in  freights  if  the  two  prop- 
erties were  consolidated;  that  they  finally  agreed  that  it 
would  be  fair  to  merge  the  plants  of  the  two  companies 
on  a  basis  of  the  actual  cost  of  the  mills  and  improve- 
ments; that  they  next  agreed  on  a  valuation  of  the  land 
at  the  mills  and  then  of  the  coal  and  ore  properties; 
that  the  merger  was  made  on  the  basis  of  the  exact  cost 
of  the  mills  and  plants,  but  on  an  appraised  valuation  of 
the  ore,  coal  and  coke  (E.,  VI,  2170-2). 

Eespecting  the  sale  to  the  Steel  Corporation,  Mr. 
Donner  says : 

"After  our  merging  with  the  Sharon  Steel 
Company  Mr.  Frick  approached  the  Mellons  and 
myself  and  stated  that  he  was  in  a  delicate  posi- 
tion, being  interested  in  both  companies,  and  that 
he  would  like  to  see  the  Union  Steel  Company  sold 
to  the  United  States  Steel  Corporation,  as  he  was 
in  an  embarrassing  position,  being  in  both  com- 
panies, and  could  not  take  an  active  part  under 
the  circumstances"  (E.,  VI,  2148). 

Mr.  Donner  said  that  Mr.  Frick  did  not  represent 
the  Steel  Corporation  in  the  negotiations  for  the  sale  of 
the  Union  Steel  Company,  but  represented  the  latter  only ; 
that  he  (Frick)  had  been  connected  with  the  Union  Steel 
some  time  before  the  organization  of  the  Steel  Cor- 
poration, and  with  the  Steel  Corporation  since  its 
organization;  that  he  was  not  active  as  a  director 
in  the  Steel  Corporation  and  that  he  (Donner)  was  sat- 
isfied that  the  Steel  Corporation  would  not  have  pur- 
chased the  Union  Steel  had  it  not  been  that  they 
wanted  the  advice  and  assistance  of  Mr.  Frick.    Mr.  Don- 
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ner  also  said  that  Mr.  Frick  was  not  active  in  the  Union 
Steel  Company  (K.,  VI,  2176).  He  said  that  the  Mellons 
were  very  loath  to  agree  to  a  sale  on  anything  like  the 
basis  of  the  Sharon  and  Union  agreement;  that  he  (Don- 
ner)  was  personally  in  favor  of  selling,  but  that  it  took 
a  great  deal  of  work  on  Mr.  Frick's  part  to  induce  the 
Mellons  to  sell  (R,  VI,  2203).  He  said  that  the  terms 
of  the  Union-Sharon  merger  were  used  as  a  basis  for 
the  sale  to  the  Steel  Corporation,  but  that  the  Corpora- 
tion insisted  that  the  Volunteer  Mine  and  certain  adja- 
cent ore  leases  not  taken  into  the  merger  should  be  in- 
cluded in  the  sale ;  that  they  also  insisted  on  a  reduction 
of  $1,500,000.  in  the  valuation  placed  on  the  ore  proper- 
ties and  that  all  of  this  was  done  (E.,  VI,  2158). 

On  cross-examination  Mr.  Donner  said  that  at  the 
time  of  the  Union-Sharon  merger  he  had  no  purpose,  plan 
or  idea,  of  selling  the  merged  company  to  the  Steel  Cor- 
poration, nor  did  he  have  any  information  or  idea  that 
the  Steel  Corporation  was  seeking  to  acquire  those  prop- 
erties, or  either  of  them,  and  that  there  was  nothing  in 
the  business  or  competitive  situation  to  suggest  such  an 
idea  to  him  or  to  anybody  so  far  as  he  knew.  He  said 
that  Mr.  Frick,  in  taking  up  the  negotiations,  was  very 
much  afraid  that  he  could  not  induce  the  Corporation 
to  take  over  the  properties,  and  that  the  latter  made  a 
very  careful  examination  of  the  ore  lands  and  plants 
before  deciding  to  purchase;  that  he  recalls  that  the 
Steel  &  Wire  Company  were  desirous  of  having  the 
Union's  rod,  wire  and  nail  mills,  owing  to  the  fact  that 
business  was  increasing  very  rapidly,  and  still  more  so 
to  the  fact  that  they  wanted  to  abandon  the  Oliver  Eod, 
Wire  and  Nail  Mill  on  the  South  side,  and  that  the 
Carnegie  Company  was  especially  anxious  to  take  over 
the  open-hearth  steel  works  because  they  were  very  short 
in  open-hearth  steel,  Bessemer  being  largely  superseded 
by  open-hearth,  and  they  were  very  anxious  that  the  prop- 
erty be  taken  over  so  that  they  could  supply  Donora  with 
Bessemer  steel  and  ship  the  open-hearth  steel  to  Home- 
stead and  their  various  works  where  they  were  short 
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of  this  product,  and  that  this  was  done  after  the  plants 
were  taken  over  (R.,  VI,  2180,  2183). 

Mr.  Donner  said  that  at  the  time  the  Union  Steel  Com- 
pany was  sold  to  the  Steel  Corporation  it  would  have 
taken  something  like  four  months  to  complete  its  blast 
furnaces;  that  the  Steel  Corporation  on  account  of  the 
business  depression  did  not  rush  the  completion  of  these 
furnaces;  that  the  open-hearth  steel  furnaces  were  com- 
pleted before  the  blast  furnaces;  that  the  consummation 
of  the  deal  with  the  Steel  Corporation  required  until 
some  time  in  March,  and  that  the  Carnegie  Steel  Com- 
pany finished  the  open-hearth  plant  within  six  months 
after  that  time,  according  to  his  impression  (E.,  VI, 
2207-8,  2210). 

Mr.  Donner  said  that  he  was  anxious  to  sell  the  Union 
Steel  Company  because  he  was  largely  in  debt  and  it 
would  give  him  a  chance  to  clean  up;  that  the  advances 
leading  to  the  negotiations  for  the  sale  of  the  Union  Steel 
were  made  by  his  company;  that  Mr.  H.  H.  Rogers  and 
Mr.  Ream  of  the  Steel  Corporation  were  very  much  op- 
posed to  the  purchase  and  that  Judge  Gary  was  also  ad- 
verse to  it,  but  was  very  anxious  to  have  Mr.  Frick's 
advice  and  counsel  in  the  Steel  Corporation,  and  for 
that  reason  was  willing  to  take  over  the  property  on 
what  he  considered  a  fair  valuation.  He  said,  however, 
that  the  attitude  of  these  men  toward  the  purchase  was 
somewhat  changed  when  they  learned  the  condition  of 
the  open-hearth  steel  capacity  of  the  Steel  Corporation, 
and  that  the  finishing  mills  of  the  Union  Steel  Company 
could  use  Bessemer  steel ;  that  it  was  common  knowledge 
in  the  steel  business  that  there  was  a  shortage  in  open- 
hearth  steel;  that  Mr.  Frick  understood  the  situation 
and  had  talked  with  him  about  using  it  as  an  argument 
with  the  Steel  Corporation,  and  that  the  Steel  Corpora- 
tion also  had  need  of  the  rod,  wire  and  nail  mills  of  the 
Union  Steel  Company  (R.,  VI,  2189-91). 

Mr.  Donner  said  that  the  value  of  the  coking  coal 
properties  was  conceded,  but  that  there  was  considerable 
controversy  over  the  value  of  the  ore ;  that  in  his  opinion 
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the  ore  properties  were  undoubtedly  worth  the  amount 
that  the  Steel  Corporation  paid,  and  were  really  worth 
the  amount  scheduled  in  the  Union-Sharon  merger  (which 
was  |1,500,000.  above  what  the  Corporation  paid;  R., 
VI,  2192).  He  said  that  at  the  time  of  the  sale  to  the 
Steel  Corporation  there  was  active  competition  in  wire 
products,  which  were  the  only  products  manufactured  by 
the  Union  Steel  Company;  that  the  output  of  wire 
products  had  gradually  increased  during  the  preceding 
two  or  three  years;  that  a  number  of  new  concerns  had 
entered  the  field ;  that  competition  among  them  was  active 
and  general  in  all  parts  of  the  country ;  that  there  was  no 
combination  or  pool  existing,  and  that  there  was  nothing 
in  the  character  or  amount  of  the  output  of  the  Union 
Steel  Company  or  in  their  method  of  doing  business  more 
dangerous  to  the  Steel  Corporation  than  that  of  the 
other  independent  manufacturers  of  wire  products,  nor 
was  there  anything  in  the  attitude  or  methods  of  the  Steel 
Corporation  which  led  him  to  think  that  they  were  likely 
to  endanger  the  prosperity  of  the  Union  Steel  Company 
(R.,  VI,  2181-2). 

Julian  Kennedy  testified  that  he  was  not  familiar 
with  the  Sharon  plant,  but  was  familiar  with  the  Union 
plant  at  Donora;  that  prominent  people  in  the  owner- 
ship of  these  plants  were  H.  C.  Frick,  A.  W.  Mellon,  Wm. 
Flinn  and  W.  H.  Donner;  that  Mr.  Mellon  was  a  leading 
banker  and  manufacturer  in  Pittsburgh  and  that  Mr. 
Flinn  was  also  quite  strong  financially.  He  further  testi- 
fied under  objections  as  to  materiality  and  competency 
that  "In  so  far  as  they  (the  men  he  had  named)  were 
very  strong  financially,  and  men  of  large  experience  in 
manufacturing,  they  would  have  been  very  able  and,  I 
judge,  formidable  competitors"  (R.,  V.,  1883). 

The  defendants  examined  James  A.  Farrell,  Judge 
Reed  and  Judge  Gary. 

Mr.  Farrell  said  that  his  brother  built  the  Union 
Steel  plant  and  that  he  was  very  familiar  with  that  plant 
from  the  time  the  foundations  were  laid;  that  at  various 
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times  he  had  asked  Mr.  Palmer,  the  president  of  the 
American  Steel  &  Wire  Company,  to  urge  the  Steel  Cor- 
poration to  purchase  the  Donora  plant  of  the  Union 
Steel  Company,  because  of  its  peculiar  adaptability  to 
the  export  wire  trade;  that  the  Donora  plant  was  par- 
ticularly adapted  for  this  trade  because  of  its  galvanizing 
equipment,  its  equipment  for  making  varnished  wire, 
the  type  of  some  of  its  machines  for  making  nails  for  the 
foreign  market,  and  the  general  capacity  of  the  plant  and 
the  range  of  sizes  it  was  able  to  make;  that  at  that  time 
the  Steel  Corporation  had  a  shortage  of  wire  capacity 
suitable  for  the  export  trade,  and  that  after  the  plant 
was  bought  it  was  put  on  export  business,  and  is  now 
being  operated  to  capacity  in  the  foreign  trade  (K.,  X, 
4036-8). 

Judge  Eeed  said  that  he  was  in  New  York  and  got  a 
telegram  from  Mr.  Frick  from  Pittsburgh  asking  him  to 
meet  Mr.  Frick  the  next  morning  at  the  Union  League 
Club  in  New  York,  which  he  did;  that  Mr.  Frick  told 
him  that  the  Sharon  and  Union  companies  had  about 
completed  their  amalgamation  and  this  was  an  oppor- 
tune time,  if  the  Steel  Corporation  wanted  to  acquire 
those  plants,  to  take  up  the  matter  before  they  had 
formally  committed  themselves  to  plans  for  the  future; 
that  he  was  very  much  embarrassed  by  the  fact  that  he 
was  a  director  and  large  owner  in  the  Steel  Corporation 
and  also  a  large  owner  in  the  Union  Steel  Company,  a 
thing,  of  course,  that  he  had  not  thought  of  when  he  went 
into  the  Union  Steel  Company  because  the  Steel  Corpora- 
tion had  not  been  thought  of  at  that  time,  and  he  would 
personally  like  to  see  the  two  companies  brought  to- 
gether. Judge  Reed  said  that  after  talking  a  little  while 
about  the  matter  he  called  up  Mr.  Cayley,  who  was  the 
first  vice-president  of  the  company,  Mr.  Schwab  being  in 
Europe,  and  asked  him  to  stop  on  his  way  down  town,  and 
that  following  his  talk  with  Mr.  Gayley  he  came  down 
and  saw  Judge  Gary  and  Mr.  Perkins,  one  or  the  other 
of  them,  and  that  this  visit  led  to  the  negotiations  be- 
tween the  parties  which  resulted  in  the  drawing  of  the 

Digitized  by  Microsoft® 


105 

contract  for  taking  over  the  Union  Steel  Company  (R, 
XIV,  5666-7). 

Judge  Reed  said  that  Mr.  Mellon  on  behalf  of  the 
vendors,  and  himself  on  behalf  of  the  purchasers  attended 
to  the  drawing  of  the  contract  of  sale;  that  the  parties 
had  agreed  between  themselves  previous  to  this  occasion ; 
that  the  provision  of  the  contract  that  the  vendors  should 
remain  out  of  business  for  a  term  of  years  was  mentioned 
by  somebody  on  the  side  of  the  purchasers  as  a  proper 
thing  to  put  in  the  contract,  and  it  was  consented  to 
without  any  question  by  the  other  side;  that  he  was  un- 
able to  tell  why  the  suggestion  was  made,  or  who  made 
it,  but  that, 

"It  did  not  come  up  in  the  first  instance  at  all 
as  a  question  that  we  would  buy  this  plant  pro- 
viding you  people  agree  to  go  out  of  business.  It 
came  up  incidentally,  after  the  terms  had  all  been 
agreed  upon"  (R.,  XIV,  5667-8). 

Judge  Gary  testified  that  the  Union  Steel  Company 
was  offered  to  the  United  States  Steel  Corporation ;  that 
he  thought  that  in  no  single  instance  has  the  Corporation 
sought  to  purchase  the  plant  of  a  going  concern;  that 
he  did  not  recall  that  the  Corporation  ever  approached 
any  owner  of  a  going  concern  with  the  idea  of  buying  it; 
that  the  very  few  properties  which  the  Steel  Corporation 
has  bought  were  purchased  after  the  owners  had  urged 
the  Corporation  to  buy,  or  at  least  requested  it  to  do  so ; 
that  the  offer  of  the  Union  Steel  Company  was  accepted 
because  at  that  particular  time  the  Steel  Corporation 
needed  the  capacity  which  the  Union  had;  that  the  Union 
had  five  blast  furnaces  which  the  Steel  Corporation  then 
needed  and  would  have  needed  in  the  immediate  future 
if  business  conditions  had  continued  to  be  good  and 
which  it  did  need  later;  that  the  Union  had  about  twenty- 
four  open-hearth  furnaces,  and  it  was  a  time  when  open- 
hearth  steel  was  growing  in  demand,  and  the  Steel  Cor- 
poration needed  additional  open-hearth  steel  capacity 
very  much  to  take  care  of  its  customers;  that  the  Union 
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Steel  had  some  very  good  ore  and  some  very  good  coal 
that  the  Corporation  also  needed,  and  that  their  sub- 
ordinates had  been  urging  them  to  build  blast  furnaces 
and  open-hearth  furnaces;  that  at  the  Donora  plant  the 
Union  Steel  had  prepared  or  was  preparing  to  manufac- 
ture wire  products  and  had  a  capacity  which  the  Cor- 
poration needed ;  that  the  wire  people  were  urging  in  that 
district  an  increase  of  wire  capacity  so  that  the  Steel 
Corporation  could  utilize  the  whole  plant  to  very  good 
advantage,  and  that  the  Union  Company's  wire  mill  was 
particularly  well  adapted  for  export  trade  (K.,  XII, 
4806-7). 

Judge  Gary  said  there  was  another  reason  for  pur- 
chasing the  Union  Steel  Company ;  that  Mr.  H.  C.  Frick 
was  interested  in  that  company  and  he  was  also  inter- 
ested in  the  United  States  Steel  Corporation  as  a  stock- 
holder and  director,  although  he  thought  Mr.  Frick  had 
never  attended  a  directors'  meeting  of  the  Steel  Corpora- 
tion up  to  that  time;  that  at  any  rate  he  had  not  taken 
an  active  interest  in  the  Steel  Corporation  or  its  affairs, 
and  had  stated  that  it  was  because  he  was  interested  in 
the  Union  Company  pecuniarily  in  which  also  he  had  not 
taken  an  active  interest  for  the  same  reason;  that  the 
Steel  Corporation  was  very  desirous  of  obtaining  the  ac- 
tive participation  of  Mr.  Frick  in  its  affairs;  that 
Mr.  Frick  was  a  man  of  large  experience  and  great  abil- 
ity; that  he  was  very  familiar  with  the  iron  and  steel 
business;  that  he  was  a  man  of  good  judgment  and  high 
standing,  and  moreover  was  thoroughly  familiar  with 
the  affairs  and  organization  of  the  Carnegie  Company; 
that  Mr.  Schwab  had  been  ill  a  good  deal;  that  he  was 
then  ill  and  away  from  home,  and  that  the  Steel  Corpora- 
tion felt  considerably  embarrassed  by  the  fact  that  it 
had  no  one  closely  connected  with  the  Steel  Corporation 
living  in  New  York  and  taking  an  active  interest  in  it 
who  was  familiar  with  the  Carnegie  organization  and 
properties  and  business,  and  that  it  was  especially  desir- 
able that  the  Corporation  secure  the  services  of 
Mr.  Frick.    Judge  Gary  said  that  he  remembered  asking 
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Mr.  Frick  if  he  would  become  a  member  of  the  Finance 
Committee  of  the  Steel  Corporation  and  take  an  active 
interest  in  its  affairs  in  case  he  was  relieved  from  the 
embarrassment  to  which  he  had  referred,  by  the  sale  of 
the  Union  Steel  Company  properties  (E.,  XII,  4807-8). 

Judge  Gary  said  that  the  purchase  was  not  made  to 
eliminate  the  competition  of  Mr.  Frick,  that  Mr. 
Frick  as  an  individual  was  not  in  competition  at 
all,  because  he  was  not  taking  an  active  interest  in  Union 
Steel   (E.,  XII,  4809). 

He  said  that  the  provision  contained  in  the  contract 
of  sale  to  the  effect  that  Mr.  Donner  and  the  Mellons 
should  not  engage  in  a  competing  business  for  a  term 
of  years  was  quite  usual  in  those  days ;  that  it  was  put 
in  by  the  lawyers  and  he  doubts  if  it  was  ever  considered 
by  any  of  the  Steel  Corporation  officials;  that  anyhow 
they  never  thought  of  it  and  never  insisted  upon  it  and 
he  is  pretty  sure  it  was  never  observed  (E.,  XII,  4809). 
See  also  Farrell,  E.,  XII,  4560;  Donner,  VI,  2177-8. 

Judge  Gary  further  said  that  as  a  matter  of  fact 
the  Steel  Corporation  could  have  and  would  have  built 
other  properties  like  those  taken  over  from  the  Union 
Steel  Company,  although  it  was  desirous  of  securing  fur- 
naces and  mills  immediately  (E.,  XII,  4809)  ;  that  by 
the  acquisition  of  the  Union  Steel  Company  the  Steel 
Corporation  did  not  gain  any  surplus  ore  except  that  if 
it  had  built  furnaces  of  its  own  those  furnaces  would 
have  had  to  take  their  ore  out  of  the  then  reserve  holdings 
of  the  Corporation,  whereas  by  buying  these  furnaces 
it  secured  ore  with  the  furnaces  (E.,  XIII,  5183).  He 
said  that  the  Union  Steel  Company  up  to  the  time  it  was 
bought  by  the  Steel  Corporation  did  not  promise  to  be 
successful ;  that  he  is  sure  it  was  the  general  feeling  that 
the  company  would  not  succeed,  and  that  he  firmly  be- 
lieves it  would  have  failed  as  a  manufacturing  concern. 
He  said  that  Mr.  Frick  was  not  giving  the  Union  Steel 
any  attention ;  that  Mr.  Mellon  was  not  a  manufacturing 
man;  that  Mr.  Stevenson  was  a  man  who  built  plants 
to  sell,  and  there  were  other  men  in  it  who  undoubtedly 
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had  gotten  tired  of  it;  that  he  knew  very  well  the  talk 
of  the  town  in  regard  to  the  Union  Steel  Company  and 
that  such  talk  did  not  indicate  that  they  were  developing 
and  increasing  their  facilities  into  a  very  large  concern 
compared  with  other  concerns  outside  of  the  United 
States  Steel  Corporation ;  that  it  was  the  opposite  of  that 
(E.,  XIII,  5201-2). 

In  this  connection  it  should  be  noted  that  Mr.  Roberts, 
who  Judge  Gary  said  is  one  of  the  most  competent  men 
in  the  iron  and  steel  industry  in  this  country  (R.,  XII, 
4843)  had  resigned  both  from  the  executive  committee 
and  the  directorate  of  the  Steel  Corporation  in  the  spring 
of  1902  (Roberts,  R.,  II,  844-5). 

The  Government  offered  in  evidence  the  Carnegie 
minutes  of  November  4,  1902  (G.  E.,  II,  477),  reading 
in  part  as  follows : 

"Mr.  Bope:  There  is  one  matter  I  wish  to 
bring  up  and  that  is  the  price  of  Pig  Iron  in  con- 
nection with  our  scale  contracts.  The  average 
market  price  for  October  was  $22.29,  an  advance 
of  about  a  dollar  over  the  price  for  September.  I 
feel  that  this  price  is  too  high,  yet  it  is  the  actual 
average  for  sales  made  during  the  month,  which, 
however,  amounted  to  only  32,000  tons.  If  we 
were  to  hold  our  scale  contract  customers  to  a 
price  of  $22.25  for  Pig  it  would  make  the  price 
of  billets  to  them  higher  than  the  present  market, 
thus  giving  their  competitors  an  advantage  over 
them. 

Mr.  Corey:  They  cannot  say  that  we  forced 
the  price  up  as  we  did  not  buy  any  iron ;  but  I  do 
not  think  we  should  force  them  to  pay  more  than 
the  market  price  for  billets,  except  perhaps  in  the 
case  of  Union  Steel  Company.  I  think  it  would 
be  a  good  plan  to  hold  them  to  the  contracts  if 
it  can  be  done.  I  am  strongly  in  favor  of  pushing 
Union  Steel  Company  as  hard  as  we  can.  There 
is  nothing  we  can  do  to  smooth  matters  over  with 
them  as  they  are  determined  to  do  all  they  can 
against  us.  For  the  others  I  think  $28.00  for 
billets  would  be  high  enough. 
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Mr.  Blackburn:  Considering  that  our  scale 
contract  customers  have  always  had  the  benefit 
of  low  Pig  Iron  prices,  and  have  usually  secured 
their  billets  below  the  ruling  market  rates.  I  think 
they  should  all  live  up  to  their  contracts  and  pay 
the  higher  price  now. 

Judge  Reed:  Why  not  put  out  f 22.25  and  let 
them  ask  for  a  concession  before  we  grant  it.  This 
may  help  us  in  the  settlement  of  some  contro- 
versies we  have  with  the  Union  Steel  Company, 
and  it  will  be  complying  with  the  terms  of  the 
contracts.  If  reductions  are  finally  made  it 
should  be  with  the  distinct  understanding  that  the 
contracts  are  not  affected  by  such  action,  as  the 
waiver  of  any  of  the  conditions  of  the  contracts 
would  be  to  destroy  their  effect. 

After  further  discussion  it  was  decided  to  act 
on  Judge  Reed's  suggestion,  submitting  $22.25, 
and  making  adjustments  later  if  necessary." 

Referring  to  this  minute  Mr.  Bope  said : 

"We  were  having  a  dispute  with  the  Union 
Steel  Co.  at  that  time,  as  I  recall  it,  over  some 
joint  interests  we  had  in  a  connecting  railroad. 
There  had  been  a  little  friction  there.  That  was 
what  Mr.  Corey  had  in  mind.  It  had  no  reference 
to  any  sales  policy  whatever."  (R.,  XXVII, 
11473). 

He  said  there  was  considerable  discussion  of  the 
whole  subject  referred  to  in  the  minutes  in  which  the 
differences  with  the  Union  Steel  Co.  were  brought  up, 
and  Mr.  Corey  felt  very  strongly  on  the  subject,  because 
he  thought  that  the  rights  of  the  Carnegie  Co.  in  those 
particular  differences  had  not  been  given  proper  con- 
sideration. He  further  said  that  these  differences  did 
not  have  anything  whatever  to  do  with  either  the  sales 
policy  or  the  price  of  the  materials  referred  to  in  the 
minute;  that  Mr.  Corey  did  not  in  the  course  of  his  re- 
marks make  any  reference  to  any  difference  or  mis- 
understanding of  such  a  character  or  make  any  reference 
to  any  competitive  conditions  as  between  the  Carnegie 
Co.  and  the  Union  Steel  Co.  (R.,  XXVII,  11473-4). 
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Purchase  of  Troy  Steel  Products  Company. 

This  company  was  acquired  for  the  American  Steel 
&  Wire  Company  in  January,  1903  (Ans.,  par.  46).  The 
price  paid  was  f  1,100,000.  (G.  E.,  II,  594). 

The  Government  charges  that  this  company  was  a 
competitor  of  the  American  Steel  &  Wire  Company  and 
had  three  blast  furnaces,  steel  works  and  a  rolling  mill 
(Pet.,  pp.  28-9). 

The  answer  says  that  although  the  Troy  Company  had 
the  equipment  mentioned  in  the  petition,  its  works  were 
shut  down,  and  that  at  no  time  since  the  organization 
of  the  Steel  &  Wire  Company  had  it  produced  any  iron 
or  steel  or  been  a  competitor  in  any  way  (Ans.,  par.  46). 

Judge  Gary  said  that  the  Troy  was  a  little  property 
which  was  idle  and  had  been  idle  for  a  long  time;  that 
it  had  been  offered  to  the  Corporation  over  and  over  again 
but  declined  at  the  price  named ;  that  finally  it  was  offered 
at  a  very  much  lower  price  and  the  Corporation's  people 
who  examined  it  recommended  its  purchase  on  the  ground 
that  the  Corporation  could  utilize  it  to  good  advantage 
in  manufacturing  iron  from  Northern  New  York  ores, 
for  use  at  the  Washburn  &  Moen  plant  at  Worcester, 
Mass.  He  said  that  the  Steel  Corporation  had  a  special 
committee  appointed  to  make  an  examination  of  the  prop- 
erty, consisting  of  the  President  of  the  Wire  Company, 
and  some  others;  that  the  committee  examined  the  prop- 
erty and  the  Corporation  decided  that  it  was  a  good,  fair 
purchase  and  could  be  used  for  those  purposes,  but  that 
as  a  matter  of  fact  the  Corporation  never  did  manufac- 
ture iron  there;  that  further  consideration  and  changed 
conditions  decided  them  to  abandon  it ;  that  they  scrapped 
part  of  it  and,  considering  the  value  of  the  property  left, 
about  got  their  money  out  of  it  (R.,  XII,  4810-1). 

Everett  D.  Arnold,  a  witness  for  the  Government,  said 
that  he  went  with  the  Troy  Steel  &  Iron  Company  in 
1886  and  remained  with  that  company  and  its  succes- 
sor, the  Troy  Steel  Company,  until  1897  (E.,  IV,  1547)  ; 
that  the  Troy  Steel  &  Iron  Company  manufactured  steel 
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rails,  bars,  billets,  blooms,  slabs  and  small  forgings  (R., 
IV,  1548)  ;  tbat  its  successor,  Troy  Steel  Company,  made 
billets  and  slabs  only  (R.,  IV,  1548)  ;  tbat  he  met  in 
connection  with  the  business  of  the  Troy  companies 
Henry  H.  Rogers,  Benjamin  Brewster  and  Erastus  Corn- 
ing; that  in  organizing  the  Troy  Steel  Company  it  was 
decided  to  build  a  basic  Bessemer  steel  works,  so 
they  could  use  Northern  New  York  ores;  tbat  they  made 
experiments  in  manufacturing  steel  for  pipe  which  dem- 
onstrated that  they  could  produce  a  quality  of  steel  for 
pipe  making  that  was  better  than  anything  else  that  was 
in  use  at  that  time;  that  the  concern  was  shut  down  in 
1897  because  they  could  not  make  money  enough  to  keep 
alive;  that  he  left  the  company  in  that  year,  but 
continued  as  a  stockholder  to  a  small  extent  down  to 
the  time  when  the  company  was  sold  to  the  Steel  Cor- 
poration (R.,  IV,  1549,  1551). 

On  cross-examination  Mr.  Arnold  said  that  the  Troy 
Steel  Company  put  about  fl,500,000.  into  the  new  steel 
works;  that  prior  to  that  time  there  had  been  about 
$2,500,000.  put  into  the  blast  furnaces,  so  that  the  in- 
vestment in  blast  furnaces  and  steel  mills  represented 
an  outlay  of  about  $4,000,000.  He  said  that  the  rail 
mill  was  abandoned  in  about  1893  or  1894,  and  that 
the  works  were  shut  down  in  1897  and  produced  no  iron 
or  steel  thereafter;  and  that  some  time  in  1901  he  had 
an  interview  with  Mr.  Rogers  regarding  a  man  that 
could  go  up  there  and  take  charge  of  the  concern  and 
put  it  on  its  feet.  He  said  that  the  experimental  steel 
produced  by  the  Troy  Steel  Company  was  Bessemer 
basic;  that  it  was  better  than  was  commonly  bought  on 
the  market  at  that  time  and  w"as  of  about  the  same 
quality  and  exactly  the  same  analysis  as  steel  produced 
now  by  the  open-hearth  process.  He  said  that  the 
Troy  plant  in  1897  was  capable  of  producing  billets, 
blooms  and  slabs,  but  no  finished  products;  that  all  the 
steel  produced  was  by  what  is  known  as  the  basic  Besse- 
mer process ;  that  this  process  was  much  more  expensive 
than  the  ordinary  Bessemer  process  and  very  much  more 
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expensive  than  the  open-hearth  process,  and  that  it  was 
this  expense  which  put  the  company  out  of  business  and 
was  the  only  reason  for  its  quitting  (K.,  IV,  1553-4). 

Frank  S.  Witherbee,  a  witness  produced  by  the  de- 
fendants, on  cross-examination  said  that  he  was  con- 
nected with  the  Troy  Company  as  its  president  and  re- 
ceiver from  1896  to  1899,  and  may  have  been  a  director 
as  late  as  1901;  that  the  Troy  Company  used  largely 
the  ores  of  his  company — Witherbee,  Sherman  &  Co. ;  that 
when  he  had  to  do  with  this  company  it  had  been  re- 
organized and  had  separate  steel  plants,  new  furnaces, 
but  could  manufacture  only  pig  iron  and  billets;  that 
they  intended  to  have  gone  into  wire  and  possibly  rails, 
but  had  no  definite  time  in  view  and  were  waiting  for 
better  business  conditions ;  that  the  company  had  back  of 
it  the  Kockefellers  and  the  Morgans  but  they  did  not 
agree  on  a  policy,  as  one  was  a  bond  interest  and  the  other 
a  stock  interest;  that  the  Carnegie  Steel  Company  drove 
the  Troy  Company  out  of  business  in  1897  or  1898 ;  that  it 
did  it  by  going  to  the  Troy's  customers  and  telling  them 
to  get  the  best  price  they  could  from  it  and  that  the 
Carnegie  Company  would  name  50  cents  a  ton  lower. 
He  said  that  one  of  the  officials  of  the  Carnegie  Com- 
pany declared:  "We  propose  to  strangle  the  Troy  child 
at  its  birth,"  and  they  did  (E.,  XVIII,  7295-8). 

The  Executive  Committee  minutes  of  the  Corporation 
contain  the  following  references  to  the  Troy  Co.  : 

November  18,  1901,  it  was  voted  to  decline  a  proposi- 
tion to  purchase  this  property  (G.  E.,  II,  569). 

March  4,  1902,  Mr.  Schwab  again  submitted  the  ques- 
tion of  this  purchase,  saying  that  he  was  opposed  thereto. 
Judge  Gary  concurred  and  the  proposition  was  refused 
(G.  E.,  II,  570-1). 

January  13,  1903. 

"Mr.  Gayley  stated  that  he  believed  the  Troy 
plant  should  go  to  the  American  Steel  &  Wire  Co. ; 
that  Mr.  Perley  was  sent  up  there  as  a  practical 
manager  and  his  report  indicates  that  to  put  two 
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of  the  blast  furnaces  in  operation  will  require  the 
expenditure  of  $100,000 ;  that  it  will  be  necessary 
to  spend  $35,000.  of  that  amount  in  any  event  be- 
cause contracts  were  made  by  the  Troy  people  to 
that  extent. 

The  Chairman  offered  the  suggestion  that  any 
money  expended  there  should  be  spent  as  slowly 
as  possible. 

Mr.  Dickson  suggested  that  the  property  might 
be  placed  in  the  hands  of  President  Palmer,  who 
would  send  his  engineers  there  and  decide  once  for 
all  whether  it  should  be  operated. 

Upon  motion  of  Mr.  Steele  it  was  recommended 
that  the  property  be  turned  oyer  in  the  proper 
manner  to  President  Palmer  of  the  American  Steel 
&  Wire  Co."  (G.  E.,  II,  582). 

Purchase  of  Clairton  Steel  Company. 

This  company  was  acquired  in  May,  1904  (Snyder, 
K.,  V,  2056). 

The  Government  charges  that  this  company  was  pur- 
chased to  suppress  competition  and  increase  the  Steel 
Corporation's  monopolistic  control  of  ore  and  coal 
(Pet,  p.  29). 

The  answer  says  that  the  company  was  insolvent  and 
in  the  hands  of  a  receiver  and  as  a  competitor  was  of  no 
importance  whatever;  that  it  was  offered  at  a  very  low 
price  and  was  purchased  simply  because  it  was  cheap 
and  could  be  utilized  in  the  Corporation's  business  at 
a  profit  (Ans.,  par.  47). 

The  Government  called  William  P.  Snyder,  who  said 
that  the  Clairton  Company  was  organized  in  June,  1902 ; 
that  he  was  its  first  president  (E.,  V,  2051)  ;  that  when 
it  was  acquired  by  the  Steel  Corporation  it  was  in  the 
hands  of  a  receiver,  where  it  had  been  since  January  4, 
1904  (E.,  V,  2058)  ;  that  it  was  bought  very  cheaply  and 
that  the  Steel  Corporation  got  a  very  big  bargain  (E., 
V,  2061) .  He  said  that  the  Clairton  Steel  Company  at  the 
time  it  went  into  the  hands  of  a  receiver  was  making 
blooms,  billets  and  slabs  of  open-hearth  steel  and  selling 
them  in  competition  with  the  companies  manufacturing  in 
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the  Pittsburgh  district;  that  the  Clairton  Company  had 
twelve  open-hearth  furnaces,  three  blast  furnaces  and 
rolling  mills,  and  could  produce  1,200  tons  a  day;  that 
there  was  new  construction  under  way  in  the  shape  of 
rolling  mill  engines  and  mills  for  rolling  billets  into 
finished  shapes;  that  the  new  construction  was  planned 
to  take  up  about  half  the  product  of  the  mill;  that  the 
company  was  going  to  make  bars  and  small  billets,  prac- 
tically all  in  the  semi-finished  line;  that  at  the  time 
the  Clairton  Company  went  into  the  hands  of  a  re- 
ceiver it  was  just  beginning  to  go  out  of  the  construction 
period  into  the  operating  period;  that  there  was  no 
chance  at  that  time  to  tell  whether  it  would  make  money 
or  not ;  that  it  was  not  making  money  at  that  time ;  that 
its  financial  condition  was  not  very  good;  that  the 
Crucible  Steel  Company  was  the  sole  owner  of  the  Clair- 
ton Company;  that  the  directing  and  controlling  men 
in  the  Crucible  Steel  Company  were  William  G.  Park, 
president,  Eeuben  Miller,  vice-president,  and  Herbert 
Dupuy,  a  director  and  officer;  that  there  were  also  A. 
W.  Mellon,  F.  B.  Smith  and  William  H.  Singer,  and 
that  these  men  were  all  strong  financially  (E.,  V,  2058-9). 

Mr.  Snyder  said  that  the  Clairton  Company  and  him- 
self were  joint  owners  in  fee  of  the  Clairton  Mine  lo- 
cated in  St.  Louis  County,  Minnesota;  that  that  mine 
contained  a  very  good  grade  of  non-Bessemer  ore;  that 
the  Clairton  Company  acquired  this  property  some  time 
after  June,  1902;  that  he  owned  the  property  in  fee  and 
sold  the  Clairton  Company  a  half  interest  at  the  same 
price  he  had  paid  for  it  in  the  early  spring  of  that  year, 
namely,  35  cents  a  ton  royalty  and  $75,000.  bonus ;  that 
the  tonnage  of  the  mine  was  estimated  at  about  6,500,- 
000  tons  (K.,  V,  2054-5). 

As  showing  prior  negotiations  for  the  same  property 
the  Government  also  offered  in  evidence  an  extract  from 
the  minutes  of  the  finance  committee  of  the  Steel  Cor- 
poration under  date  of  March  17,  1903,  which  records  a 
report  by  Judge  Gary  as  special  committee  to  the  effect 
that  Mr.   Snyder  proposed  that  the   Steel   Corporation 
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should  acquire  55  per  cent,  of  the  stock  of  the  Clairton 
Steel  Company  on  the  basis  of  actual  cost;  that  the 
Crucible  Steel  Company  should  retain  35  per  cent.,  and 
Mr.  Snyder  10  per  cent.,  and  that  the  Clairton  Steel 
Company  should  enter  into  a  ten-year  contract  with  the 
Crucible  Steel  Company  under  which  the  former  should 
agree  to  supply  the  latter  with  a  maximum  of  200,000 
tons  of  steel  per  annum  at  $3.  below  the  market  price 
(G.  E.,  II,  597-8).  Also  an  extract  from  the  minutes  of 
the  finance  committee  under  date  of  March  19,  1903,  con- 
taining a  report  of  the  special  committee  on  the  Clairton 
property  to  the  effect  that  they  had  negotiated  a  proposi- 
tion for  the  sale  to  the  Steel  Corporation  of  55  per  cent, 
of  the  stock  of  the  Clairton  Company  on  the  basis  of 
actual  original  cost,  the  Crucible  Steel  Company  to  re- 
tain 35  per  cent.,  and  W.  P.  Snyder  to  procure  and  hold 
10  per  cent. ;  that  the  proposition  was  accompanied  by 
a  proposed  arrangement  between  the  Steel  Corporation 
and  the  Crucible  Steel  Company  for  the  total  require- 
ments of  iron  and  steel  of  the  Crucible  Steel  Company 
upon  terms  outlined  in  the  report;  that  the  leading  in- 
terests were  not  to  engage  in  competitive  business,  and 
that  Mr.  Snyder  was  to  be  connected  with  the  manage- 
ment of  the  Clairton  properties  during  the  pleasure  of 
the  Steel  Corporation .( G.  E.,  II,  598-9). 

The  Government  also  offered  in  evidence  directors' 
minutes  of  the  Clairton  Company  of  July  14,  1903,  re- 
cording a  proposition  received  from  a  committee  of  the 
Finance  Committee  of  the  Steel  Corporation  for  the  joint 
purchase  of  |6,000,000.00  bonds  of  the  Clairton  Steel 
Company,— 14,000,000.00  to  be  taken  by  United  States 
Steel  Corporation,  f  1,000,000. 00  by  W.  P.  Snyder,  and 
$1,000,000.00  by  the  Oliver  &  Snyder  Steel  Company  — 
the  proceeds  to  be  paid  into  the  treasury  of  the  Clairton 
Steel  Company  through  the  Union  Trust  Company  of 
Pittsburgh,  which  was  to  release  the  shares  of  stock  of 
the  Clairton  Company  then  held  by  it.  One-half  of  such 
stock  was  to  be  delivered  to  the  United  States  Steel  Cor- 
poration.    The  latter  was  to  take  one-half  of  the  total 
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product  of  pig  iron  or  steel  made  by  the  Clairton  Steel 
Company,  the  Crucible  Steel  Company  to  take  one- 
quarter,  W.  P.  Snyder  one-eighth,  and  the  Oliver  &  Snyder 
Steel  Company  one-eighth,  "to  enable  the  Clairton  Steel 
Company  to  work  to  its  full  capacity,  and  also  maintain 
market  prices  for  pig  iron  and  steel."  The  prices  to  be 
paid  for  the  pig  iron  or  steel  products  of  the  Clairton 
Company  were  to  be  fixed  quarterly  by  the  board  of  di- 
rectors of  that  company,  to  be  uniform  to  all  the  stock- 
holders, and  to  be  the  general  market  prices  current  to 
the  trade  as  nearly  as  they  could  be  ascertained. 
One  clause  of  the  proposal  reads  as  follows : 

"It  is  understood  and  agreed  that  the  president 
and  other  officers  of  the  Clairton  Steel  Company 
will  not  engage  in  new  enterprises  in  the  steel 
business  in  competition  with  the  United  States 
Steel  Corporation  during  the  time  that  they  may 
continue  in  the  organization  of  the  Clairton  Steel 
Company  as  officers  or  employees  thereof." 

The  proposal  provided  that  if  accepted,  the  resulting 
agreement  should  be  subject  to  ratification  by  the  finance 
committee  of  the  Steel  Corporation,  and  the  directors  of 
the  Crucible,  Clairton  and  Oliver  &  Snyder  Companies 
(G.  E.,  II,  867-71). 

The  Government  also  introduced  in  evidence  a 
memorandum  of  agreement  between  the  Carnegie  Com- 
pany and  the  Crucible  Steel  Company,  dated  April  30, 
1904,  whereby  the  former  agreed  to  supply  the  latter  for  a 
period  of  ten  years  with  such  pig  iron  and  billets  as 
might  be  required  in  the  operation  of  its  works  (G.  E., 
IV;  1597). 

For  the  defense  Judge  Gary  testified  that  at  the  time 
of  its  acquisition  the  Clairton  Steel  Company  was  in 
the  hands  of  a  receiver;  that  the  Crucible  Steel  Com- 
pany was  the  owner  of  its  stock,  and  was  very  much 
embarrassed  by  reason  of  the  money  which  it  had  loaned 
the  Clairton  Company  to  build  its  plant;  that  the  plant 
was  built  for  the  purpose  of  furnishing  material  to  the 
Crucible  Steel  Company ;  that  Mr.  Snyder  and  Mr.  Park, 

and  perhaps  afterwards  Mr.  Frank  B.  Smith,  the  presi- 
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dent  of  the  Crucible  Steel  Company,  came  to  see  him 
at  different  times,  and  were  very  anxious  to  sell  the  Clair- 
ton  property  and  offered  it  at  what  it  had  cost  them; 
that  it  was  not  until  after  a  good  deal  of  negotiation, 
however,  and  after  they  had  offered  it  repeatedly  and 
after  the  proposition  had  been  changed,  and  after  they 
had  made  a  very  substantial  reduction — he  thinks  to  a 
point  three  or  four  million  dollars  less  than  it  cost  the 
Crucible  Company — that  the  Steel  Corporation  decided 
to  buy ;  that  the  men  named  were  wealthy  and  successful 
men,  but  they  had  gone  in  a  little  deeper  than  they 
wanted  to  from  the  standpoint  of  the  Crucible  Company ; 
that  they  did  not  want  to  put  in  any  more  of  their  own 
money,  and  that  the  Steel  Corporation  finally  decided 
to  buy  the  property  at  the  lower  price,  but  not  until 
after  it  had  had  a  very  careful  examination  made  of  the 
property,  and  ascertained  that  it  could  be  utilized  to 
good  advantage,  and  that  it  would  take  the  place  of  ex- 
tensions contemplated  by  the  Steel  Corporation  ( E.,  XII, 
4812). 

Judge  Gary  further  said  that  the  Clairton  Company 
had  built  a  furnace  or  furnaces  and  had  demonstrated 
for  the  first  time,  as  he  remembers,  that  they  could  make 
pig  iron  by  the  use  of  the  ores  of  the  Mesaba  Eange  with- 
out any  mixture,  and  that  this  was  very  important;  that 
under  the  old  practice  it  was  necessary  to  use  a  good 
deal  of  the  old  range  ores  in  order  to  manufacture  pig 
iron  successfully;  that  in  determining  what  ores  can  be 
used  to  manufacture  iron  it  is  necessary  to  consider, 
first,  the  chemical  analysis,  and,  secondly,  the  physical 
structure  of  the  ore;  that  the  old  range  ores  were  com- 
paratively scarce,  that  there  was  a  great  abundance  of 
Mesaba  ore,  which  at  that  time  was  supposed  to  be  im- 
perfect in  its  physical  structure,  though  its  analysis  was 
good;  that  up  to  about  that  time  he  believes  it  was  not 
considered  practicable  to  use  more  than  60  per  cent,  of 
Mesaba  ore,  and,  up  to  1901,  not  more  than  40  to  50  per 
cent.  He  said  also  that  the  Clairton  Company  had  some 
very  good  ore  and  some  good  coking  coal;  that  the  Steel 
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Corporation  needed  at  that  time  more  of  certain  kinds 
of  ore  and  coal,  but  that  first  of  all  it  needed  the  iron 
and  steel  making  capacity,  and  that  the  purchase  of  the 
Clairton  simply  saved  the  Corporation  from  building 
exactly  the  same  kind  of  plant  (E.,  XII,  4812-3). 

Judge  Gary's  attention  was  called  on  cross-examina- 
tion to  the  extract  from  the  minutes  of  March  19th,  1903, 
of  the  finance  committee  above  referred  to,  and  was  asked 
if  the  provision  to  the  effect  that  the  leading  interests 
were  not  to  engage  in  competitive  business  was  not  put 
in  with  his  sanction.  He  replied :  "Judge,  will  you  allow 
me  to  say  this  proposed  contract  was  never  executed;  it 
was  abandoned."  He  further  said:  "I  think  I  ought 
to  answer  to  Judge  Dickinson  that  I  believe  in  the  talk 
with  Mr.  Snyder  it  was  agreed  that  he  should  enter  our 
employ,  he  should  have  charge  of  this  property,  he  was 
to  receive  a  salary,  and  during  that  time  he  was  not  to 
enter  into  competitive  business."  He  further  said  that 
the  proposed  provision  that  leading  interests  were  not  to 
engage  in  competitive  business  referred  only  to  Mr.  Sny- 
der ;  that  his  negotiations  were  entirely  with  Mr.  Snyder ; 
that  Mr.  Snyder  was  the  leading  interest  (K,  XIII, 
5235-7). 

The  defendants  also  called  W.  J.  Filbert,  who  said 
that  the  production  of  the  Clairton  Steel  Company  in 
pig  iron  in  the  year  1904  was  232,074  tons;  that  the 
capacity  of  the  company's  blast  furnaces  at  that  time  was 
420,000  tons;  that  he  knew  personally  that  the  Clairton 
Company  had  been  offered  to  the  Steel  Corporation  for 
sale  before  it  was  actually  bought;  that  it  was  first  of- 
fered in  March,  1903;  that  it  was  again  offered  in  July, 
1903 ;  that  as  a  result  of  the  second  offer  a  tentative  agree- 
ment to  purchase  was  made  depending  upon  the  result 
of  an  examination  of  the  books  and  records  of  the  Clair- 
ton Company;  that  he  (Filbert)  made  such  examination 
and  reported  the  result  to  Judge  Gary,  and  that  the 
proposition  was  thereupon  rejected  by  the  finance  com- 
mittee; that  about  the  1st  of  April,  1904,  the  proposition 
was  again  brought  to  the  Steel  Corporation  by  William 
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G.  Park  and  Frank  B.  Smith,  of  the  Crucible  Steel  Com- 
pany ;  that  the  matter  was  referred  to  a  special  committee 
consisting  of  Judge  Gary,  Mr.  Corey  and  himself;  that 
they  met  with  Mr.  Park  and  Mr.  Smith  for  several  days 
and  finally  reached  an  agreement;  that  the  price  agreed 
upon  and  paid  was  practically  four  million  dollars  less 
than  had  been  spent  by  the  Crucible  Steel  Company  on 
the  Clairton  property  (R.,  XIV,  5587-90). 

The  Great  Northern  Ore  Lease. 

This  lease  was  dated  January  2,  1907,  and  executed 
in  August  of  that  year.  It  covered  39,295.88  acres  of 
ore  land  situate  on  the  Mesaba  Range.  An  abstract  of 
the  lease  will  be  found  on  pages  3683-7  of  the  Record. 

It  provided  for  the  payment  of  royalty  on  a  minimum 
of  750,000  tons  in  1907,  1,500,000  tons  in  1908,  and  on 
an  increase  of  750,000  tons  each  year  thereafter  until 
8,250,000  tons  should  be  reached  in  1917,  after  which 
that  amount  was  to  be  the  minimum  until  the  ores  were 
exhausted.  The  rates  of  royalty,  which  included  the 
charge  for  transportation  and  dockage,  were  to  be  as 
follows :  On  49  per  cent,  ore,  $1.1680 ;  on  50  per  cent  ore, 
$1.2162,  etc.,  reaching  $1.9874  on  66  per  cent.  ore.  There 
was  to  be  an  increase  of  3.4  cents  per  ton  each  year  on  all 
grades. 

The  Government  charges  that  this  lease  was  taken  to 
prevent  the  ore  covered  thereby  from  being  mined  and 
sold  to  independent  producers,  or  from  being  utilized  to 
build  up  a  new  and  dangerous  competitor  in  the  iron  and 
steel  business;  that  the  royalty  agreed  to  be  paid  was 
unprecedentedly  large,  thus  showing  the  extent  to  which 
the  Corporation  was  willing  to  go  to  prevent  the  ore  from 
falling  into  the  hands  of  competitors,  and  that  the  pur- 
pose and  effect  of  the  lease  was  to  shut  off  competition 
by  preventing  the  establishment  of  a  competitor,  and  to 
secure  an  undue  power  over  the  steel  business  by  con- 
trolling the  source  of  supply  of  ore  by  taking  it  out  of  the 
market  (Pet.,  p.  30). 
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The  answer  denies  all  of  these  allegations  and  avers 
that  the  purpose  of  the  Steel  Corporation  in  taking  the 
lease  was  simply  to  secure  for  itself  an  iron  ore  reserve 
adequate  to  its  legitimate  business  needs;  that  the  lease 
was  not  sought  by  the  Steel  Corporation,  but  was  offered 
to  it  by  the  persons  controlling  the  properties  covered 
thereby ;  that  there  was  a  diversity  of  opinion  among  the 
directors  of  the  Steel  Corporation  as  to  whether  or  not 
said  ores  were  needed  by  the  Corporation  and  also  as  to 
whether  or  not  the  royalties  asked  were  reasonable,  and 
that  after  much  consideration  it  was  decided  by  the  di- 
rectors to  accept  the  offer  provided  an  option  could  be 
obtained  which  would  entitle  the  Corporation  to  sur- 
render the  lease  in  1915  should  it  desire  so  to  do,  it  being 
thought  that  by  that  time  a  better  judgment  could  be 
formed  on  both  of  said  questions  (Ans.,  pp.  27-8). 

With  respect  to  this  lease  the  Government  called  as 
witnesses  William  E.  Corey,  P.  H.  Nelson  and  James 
Gayley. 

Mr.  Corey  testified  that  he  was  president  of  the  Steel 
Corporation  at  the  time  the  lease  was  made  and  that  he 
was  opposed  to  taking  it,  although  he  voted  for  it;  that 
he  did  not  think  the  Corporation  needed  the  ores  and 
that  he  thought  the  royalty  reserved  was  double  what 
he  regarded  as  fair  (E.,  VIII,  3012,  3069). 

On  cross-examination  Mr.  Corey  explained  that  the 
railroad  ore  rate  at  the  time  the  lease  was  taken  was 
80  cents  per  ton  and  that  the  royalty  which  he  referred  to 
was  the  difference  between  that  and  the  price  mentioned 
in  the  lease.  He  said  that  he  thought  50  cents  a  ton  royalty 
was  as  much  as  the  ore  was  worth.  He  said  that  he  was 
opposed  to  the  lease  on  account  of  the  price  solely  (E., 
VIII,  3067-8).  He  said  that  if  the  rate  of  royalty  had 
been  what  seemed  to  him  satisfactory,  he  certainly  would 
have  considered  it  reasonable  business  prudence  to  have 
acquired  the  ore.  Explaining  his  statement  that  he  did 
not  think  the  Corporation  needed  the  ore  he  said  he 
meant  that  it  did  not  need  it  for  use  in  the  immediate 
future,  but  that  he  did  favor  securing  all  of  the  ore 
Digitized  by  Microsoft® 


121 

property  the  Corporation  could  get  at  satisfactory  prices 
for  the  reason  that  the  consumption  of  ore  was  con- 
stantly increasing  and  had  doubled  in  nine  years  (R, 
VIII,  3070). 

Mr.  Corey,  being  further  cross-examined  by  counsel 
for  the  Hill  interests,  testified  that  the  terms  of  the  lease 
were  such  that  the  Steel  Corporation  had  the  right  to 
thoroughly  explore  the  whole  territory  covered  by  the 
lease  and  to  select  the  place  or  places  at  which  excava- 
tions would  be  cheapest  and  the  ore  best  and  to  confine 
its  operations  so  far  as  the  minimums  were  concerned  to 
those  places  (E.,  VIII,  3098-9). 

He  further  testified  that  this  is  just  what  the  Cor- 
poration did  during  the  eight  years  that  it  operated 
under  the  lease;  that  it  selected  the  best  located  and 
richest  ores  and  confined  its  operations  to  those  particu- 
lar ores  and  left  the  rest  (E.,  VIII,  3100). 

Mr.  Nelson  testified  that  the  average  rate  of  royalty 
obtaining  in  the  Mesaba  in  1901-3  was  from  25  to  35 
cents  per  ton,  and  in  1904-7  from  40  to  45  cents  per  ton, 
and  that  in  his  opinion  the  rate  of  royalty  reserved  under 
the  Great  Northern  lease  was  "high"  (E.,  VIII,  3224-6). 

On  being  asked  to  state  approximately  how  much  too 
high  the  rate  was  he  answered:  That  would  be  pretty 
hard  to  say;  that  he  did  not  believe  he  was  qualified  to 
state  it  because  there  were  so  many  things  to  be  taken 
into  consideration.  He  mentioned  in  this  connection 
as  very  important  features  of  the  lease,  first,  the  cancella- 
tion clause,  and,  second,  the  washing  clause,  the  latter 
of  which  allowed  the  washing  treatment  of  the  ores.  He 
said  that  some  of  the  older  leases  did  not  provide  for  this 
concentration  (E.,  VIII,  3228-30). 

Mr.  Nelson,  on  being  cross-examined  by  counsel  for 
the  Hill  interests  stated  that  he  knew  the  manner  in 
which  the  Steel  Corporation  was  operating  in  the  Hill 
ore  lands;  that  they  were  not  taking  the  low  grade  ores, 
but  naturally  were  taking  the  best  ores;  that  naturally 
they  were  going  after  the  cream ;  that  that  was  what  they 
should  have  been  expected  to  do  (E.,  VIII,  3292). 
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Mr.  Gayley,  who  had  charge  of  the  ore  mining  depart- 
ment in  the  Lake  Superior  Region  for  the  Carnegie  Com- 
pany before  the  Steel  Corporation  was  formed  (R.,  IX, 
3545),  and  after  its  formation  had  charge  of  the  raw 
material  supplies  for  the  Corporation  (R.,  IX,  3566),  tes- 
tified on  cross-examination  that  he  favored  the  acquisi- 
tion of  the  Hill  ores,  and  that  he  estimated  the  quantity 
at  the  time  the  lease  was  taken  at  150,000,000  tons.  He 
stated  that  the  rate  of  royalty  was  high,  but  that  as- 
suming the  estimate  of  150,000,000  tons  as  correct  he  felt 
certain  that  by  vigorous  mining  operations  the  ore  could 
be  exhausted  before  they  reached  very  far  into  the  higher 
royalties;  that  what  influenced  him  more  than  anything 
else  however  was  first,  that  while  the  royalty  was  high 
and  increased  every  year,  the  amount  spread  over  the 
other  holdings  of  the  Steel  Corporation  only  made  the 
average  increase  in  royalty  a  few  cents  a  ton,  and,  second, 
that  the  desirability  of  adding  to  the  Steel  Corpora- 
tion's reserves  at  least  150,000,000  tons  was  worth  the 
expenditure  of  that  two  or  three  cents  in  average  royalty 
(R.,  IX,  3584-5). 

Mr.  Gayley  further  testified  that  he  considered  a  sub- 
stantial ore  reserve  vital  to  the  permanency  and  existence 
of  a  large  steel  manufacturing  concern;  that  in  his 
judgment  the  Steel  Corporation  was  always  too  in- 
active in  securing  ore  properties ;  that  he  had  always  con- 
tended that  the  Corporation  should  have  a  50  year 
supply,  but  that  his  contention  had  met  with  no 
success  with  the  Finance  Committee  or  the  directors, 
and  that  he  did  not  think  the  Corporation  at  any 
time  had  had  over  a  thirty  to  thirty-five  years  supply 
(R.,  IX,  3509,  3558-9).  He  said  that  at  a  dinner  at  the 
Waldorf  about  1905  or  1906,  at  which  there  were  present 
a  great  many  of  the  presidents  of  the  subsidiary  com- 
panies, officers  of  the  Steel  Corporation,  and  members 
of  the  Finance  Committee,  Mr.  Cole,  president  of  the 
Oliver  Mining  Company,  which  holds  title  to  the  Mesaba 
ores  of  the  Corporation,  was  asked  if  he  had  any  word 
to  say  that  would  be  of  interest,   and  had   stated  in 

Digitized  by  Microsoft® 


123 

response  that  he  considered  the  Corporation  was  pursu- 
ing a  suicidal  policy  on  the  Mesaba  Range;  that  they 
were  letting  property  after  property  of  value  slip  by  and 
not  taking  them;  that  the  officials  of  the  Oliver  Mining 
Company  had  gotten  data  and  negotiated  leases  on  a 
great  many  valuable  properties,  and  had  forwarded  them 
to  New  York,  and  that  the  only  information  they  had 
received  in  return  was  that  the  Finance  Committee  had 
not  approved  their  recommendations  (R.,  IX,  3564-5). 

The  Government  also  offered  in  evidence  extracts 
from  the  minutes  of  the  Executive  Committee,  showing 
that  the  proposition  of  leasing  the  Hill  ores  had  been 
under  consideration  for  several  years  (G.  E.,  II,  573-5, 
605). 

The  Government  also  offered  in  evidence  certain  esti- 
mates made  at  different  times  by  different  officers  of  the 
Steel  Corporation  respecting  the  quantity  of  ore  in  the 
Hill  lands.  These  estimates  are  described  infra,  pages 
470  to  471,  and  will  be  found  in  Volume  IX  of  the  Gov- 
ernment Exhibits  at  pages  2313-2325. 

The  defendants  examined  Judge  Gary,  Mr.  Roberts 
and  Wm.  J.  Olcott,  President  of  the  Oliver  Iron  Mining 
Company,  with  respect  to  the  Hill  lease. 

Judge  Gary  testified  that  the  Corporation's  ore  ex- 
perts had  been  urging  them  to  secure  the  Hill  ore  if 
possible  in  order  to  furnish  them  with  an  adequate 
supply  of  ore  for  the  necessities  of  their  furnaces  and 
mills;  that  the  question  had  come  up  frequently  for  dis- 
cussion; that  they  found  that  their  competitors  were 
securing  ore  much  more  rapidly  in  proportion  than  they 
were,  and  that  considering  their  manufacturing  capacity 
they  were  convinced  that  they  actually  needed  that  ore. 
He  said  that  he  was  still  convinced  that  they  ought  to 
have  the  ore  and  a  good  deal  more  for  their  business; 
that  the  Pennsylvania  Steel  Company  has  500  or  600 
years  supply  of  ore  on  hand ;  that  the  Bethlehem  has  sev- 
eral hundred  million  tons;  that  other  companies  have 
fifty  or  sixty  years  supply,  and  the  Steel  Corporation 
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forty  years;  that  the  Steel  Corporation  hasn't  enough; 
that  it  ought  to  have  more,  or  the  result  will  be  that  it 
will  have  to  come  down  to  a  very  much  cheaper  grade  of 
ore  sooner  than  it  ought  (E.,  XII,  4829-30). 

Judge  Gary  said  that  the  question  of  taking  the  Hill 
ores  was  under  consideration  and  negotiation  for  two 
or  three  years;  that  there  was  more  or  less  difference 
of  opinion  within  the  Corporation  as  to  whether  or  not 
it  was  advisable  to  take  the  lease,  and  that  they  did  not 
agree  to  do  it  until  they  had  secured  the  option  to  cancel 
it  on  giving  certain  notice  (E.,  XII,  4830-1). 

Judge  Gary  said  that  the  Corporation  exercised  its 
option  to  cancel  the  lease  at  the  earliest  opportunity  given 
by  its  terms;  that  it  was  decided  to  cancel  the  lease  be- 
cause they  found  in  practice  that  the  cost  of  concentrat- 
ing and  utilizing  the  ores  was  larger  than  had  been  ex- 
pected, and  also  because  the  Commissioner  of  Corpora- 
tions had  claimed  that  the  ore  reserves  of  the  Corporation 
were  so  large  as  to  be  objectionable  to  the  Government 
and  as  to  tend  toward  securing  or  maintaining  a  monop- 
oly. He  said  that  the  lease  was  not  taken  with  any  intent 
or  purpose  of  effecting  a  monopoly  or  of  acquiring  ores 
beyond  the  Corporation's  needs,  in  order  to  keep  them 
out  of  the  hands  of  competitors,  present  or  prospective. 
He  said  that  the  continued  holding  of  the  Hill  ores  in 
connection  with  the  Corporation's  other  ore  holdings 
would  not  have  given  the  Corporation  a  reserve  for  as 
large  a  number  of  years  as  the  average  reserve  of  its  com- 
petitors (E.,  XII,  4832-3). 

Mr.  Eoberts  testified  that  he  was  not  a  member  of  the 
Board  of  Directors  of  the  Steel  Corporation  at  the  time 
the  Hill  lease  was  negotiated,  but  that  he  was  a  member 
of  the  Board  and  also  of  the  Finance  Committee  at  the 
time  the  lease  was  surrendered.  He  said  that  the  con- 
trolling reasons  for  the  surrender  were  two;  one  was 
commercial,  that  the  ore  had  not  developed  entirely  of 
the  quality  that  had  been  expected;  the  other  was  the 
criticism  of  the  Government  as  to  the  amount  of  the 
Steel  Corporation's  ore  holdings;  that  for  those  two  rea- 
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sons  the  majority  of  the  committee  deemed  it  wise  to 
exercise  the  option  contained  in  the  lease  for  cancella- 
tion ;  that  personally  he  did  not  coincide  with  those  views 
entirely  as,  notwithstanding  the  criticism  of  the  Govern- 
ment, he  believed  that  the  Corporation's  ore  reserves 
were  none  too  large  for  the  satisfactory  operation  of 
its  plants;  that  he  however  deferred  to  the  opinions  of 
the  majority  and  voted  in  favor  of  cancelling  the  lease 
(E.,  XIII,  4996-7). 

Mr.  Olcott  said  that  many  of  the  Corporation's  plants 
built  years  ago  are  Bessemer  plants,  and  that  they  have 
to  keep  operating  them  and  furnishing  Bessemer  ore, 
and  that  some  of  these  plants  are  out  of  use  because  they 
cannot  supply  them  with  this  kind  of  ore  (R.,  XVI, 
6462).  He  said  that  when  the  Hill  lease  was  taken  they 
were  more  desirous  of  getting  Bessemer  than  non-Besse- 
mer ore;  that  about  fifty  per  cent,  of  their  requirements 
then  were  and  still  are  of  Bessemer  ore,  but  that  the  ex- 
plorations made  on  the  Hill  properties  between  1907  and 
1911  showed  only  between  twenty-five  and  thirty  per 
cent,  of  Bessemer  ores  (R,  XVI,  6465-7). 

Counsel  for  the  Hill  interests  put  in  evidence  nine 
leases  for  Mesaba  ore  lands  covering  the  period  from  1905 
to  1909.  They  are  abstracted  on  pages  12,103-6  of  Vol. 
XXIX  of  the  Eecord.  In  two  of  them  the  royalty  re- 
served was  f  1.  a  ton ;  in  two  of  them  85  cents  a  ton ;  in 
three  75  cents  a  ton,  and  in  the  remaining  two  from  75 
cents  upwards. 

Our  analysis  of  the  testimony  with  respect  to  the 
quantity  of  ore  acquired  under  the  Hill  lease,  and  its 
effect  upon  the  ore  situation  will  be  found  in  our  Chapter 
on  the  Corporation's  ore  reserves  (pp.  448-9). 

Purchase  of  Tennessee  Coal,  Iron  &  Eailroad 
Company. 

This  company  was  purchased  November  4,  1907.  The 
price  paid  was  flOO.  per  share,  and  was  made  by  ex- 
changing the  bonds  of  the  Steel  Corporation  at  84  for 
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the  stock  of  the  Tennessee  Company  at  par  (Gary,  E., 
XII,  4854). 

The  Petition  alleges : 

(1)  That  owing  to  the  character  and  extent  of  its 
mineral  supplies,  the  growing  demand  for  open-hearth 
steel  which  it  was  making,  and  its  recent  acquisition  by 
a  wealthy  syndicate  who  were  engaged  in  its  develop- 
ment, the  Tennessee  Company  had  become  a  competitor 
of  the  Steel  Corporation  of  great  potentiality,  that  could 
not  be  ignored. 

(2)  That  at  the  time  of  the  panic  of  1907  Moore  & 
Schley  had  large  holdings  of  Tennessee  stock;  that  this 
stock  was  being  "hammered"  in  the  market  and  dis- 
credited as  collateral;  that  the  failure  of  Moore  &  Schley 
became  imminent,  and  that  the  Steel  Corporation  took 
advantage  of  this  situation  to  acquire  the  stock  of  the 
Tennessee  Company  ostensibly  to  relieve  a  threatening 
feature  of  the  panic  but  actually  "to  acquire  the  control 
of  a  competitor,  taking  on  a  formidable  aspect". 

(3)  That  fearing  interference  under  the  Sherman 
anti-trust  act,  Messrs.  Frick  and  Gary  of  the  Finance 
Committee  of  the  Steel  Corporation,  visited  President 
Eoosevelt  and,  by  deceiving  and  misleading  him  as  to 
the  condition  of  Moore  &  Schley,  the  general  financial 
situation  in  New  York  and  the  benefit  to  the  Steel  Cor- 
poration of  the  proposed  purchase,  obtained  his  agree- 
ment not  to  interfere  with  the  purchase  of  the  Tennessee 
Company   (Pet.,  pp.  31-35). 

The  answer  denies  that  the  Tennessee  Company  was 
a  strong  present  or  probable  future  competitor  of  the 
Steel  Corporation  at  the  time  of  its  acquisition  by  the 
latter.  It  says  that  the  production  of  steel  by  the  Ten- 
nessee Company  at  the  time  of  its  acquisition  was  less 
than  1.7  per  cent,  of  the  total  output  of  the  United  States ; 
that  its  growth  had  been  slow  and  the  growth  of  the 
southern  demand  for  its  products  had  likewise  been  slow, 
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and  that  as  a  competitor  it  was  insignificant  compared 
with  many  northern  independent  companies. 

It  admits  the  occurrence  of  a  financial  panic  in  Oc- 
tober, 1907,  and  that  owing  to  the  circumstances  stated 
in  the  petition  and  other  circumstances  not  therein 
stated,  the  failure  of  Moore  &  Schley  became  imminent. 
It  denies  that  the  Steel  Corporation  took  advantage  of 
this  situation  to  acquire  the  stock  of  the  Tennessee  Com- 
pany, and  asserts  that  the  proposition  to  purchase  the 
stock  came  from  Mr.  Schley  and  was  not  induced  or  con- 
trived by  any  act  of  the  Steel  Corporation,  its  officers, 
directors  or  friends;  that  the  officers  of  the  Steel  Cor- 
poration at  first  refused  to  consider  the  proposition  and 
offered  to  loan  Moore  &  Schley  $5,000,000.  to  save  them 
from  failure;  that  Mr.  Schley  replied  that  such  a  loan 
would  do  him  no  good,  and  that  the  matter  was  taken 
up  again  on  account,  and  only  on  account  of  the  repre- 
sentations made  on  behalf  of  said  Schley  that  nothing 
but  such  purchase  would  save  Moore  &  Schley  from  fail- 
ure, and  the  urgings  of  bankers  and  financiers  that  the 
failure  of  Moore  &  Schley  might  so  extend  the  panic  as 
to  involve  the  business  of  the  Steel  Corporation  and 
every  other  business  interest  of  the  country  in  incalcu- 
lable loss  and  injury. 

It  admits  the  visit  of  Messrs.  Gary  and  Frick  to 
President  Roosevelt,  but  denies  that  they  deceived  or  mis- 
led the  President  either  as  to  the  condition  of  Moore  & 
Schley  or  the  general  financial  situation  in  New  York 
(Ans.,  par.  51-55). 

Proofs    with    respect    to    the    First    Allegation. 

The  Government  called  the  following  witnesses: 

Wallace  Buell,  who  had  formerly  been  engaged  in 
the  manufacture  of  steel  in  various  capacities  and  with 
numerous  companies,  but  was  then  out  of  business ;  John 
A.  Topping,  a  member  of  the  syndicate  owning  the  con- 
trol of  the  Tennessee  Company,  and  chairman  of  the 
company  at  the  time  of  the  sale  to  the  Steel  Corporation ; 
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Charles  Page  Perin,  a  mining  engineer;  William  E. 
Corey,  former  president  of  the  United  States  Steel  Cor- 
poration, and  J.  S.  Grasty,  a  professor  of  geology  in  the 
University  of  Virginia. 

Mr.  Buell  said  that  he  made  a  study  of  the  Tennessee 
Company  and  its  properties  in  1900  or  1901;  that  he 
made  this  study  not  as  an  expert,  but  as  a  competitor; 
that  he  never  made  a  personal  examination  of  either  the 
ore  or  coal  deposits  of  the  Company ;  that  he  is  not  qual- 
ified as  an  ore  expert;  that  at  the  time  he  made  the  study 
he  was  connected  with  the  Dominion  Iron  &  Steel  Com- 
pany of  Sidney,  Nova  Scotia,  and  that  the  subject  of 
the  Tennessee  Company  was  discussed  at  their  head- 
quarters at  Sidney;  that  they  considered  that  the  honor 
was  divided  between  the  Tennessee  Company  and  the 
Dominion  Iron  &  Steel  Company — Sidney  and  Alabama 
being  the  two  cheapest  places  in  the  world  for  producing 
steel.  He  said  that  he  came  to  the  conclusion  that  the 
Tennessee  Company  could  produce  steel  cheaper  than 
any  other  concern  in  the  United  States  when  properly 
organized  and  developed  (E.,  I,  16-20,  32). 

On  cross-examination  Mr.  Buell  admitted  that  he  did 
not  know  the  location  of  the  Tennessee  ore,  or  how  deep 
down  in  the  ground  it  is  found,  or  what  it  cost  to  get  it 
to  the  furnaces  and  manufacture  it  into  pig  iron  or  the 
cost  of  any  single  item  that  enters  into  the  manufacture 
of  a  ton  of  pig  iron  (R.,  I,  20-8). 

Mr.  Topping  said  that  the  Tennessee  Company  was 
the  second  largest  holder  of  minerals  in  the  United 
States,  the  Steel  Corporation  being  the  largest;  that  in 
his  judgment  the  Tennessee  Company  had  about  750,- 
000,000  tons  of  ore  and  approximately  2,000,000,000  tons 
of  coal,  mostly  all  coking  coal;  that  part  of  the  iron  ore 
carried  sufficient  lime  to  be  self-fluxing;  that  the  ore 
could  be  used  for  making  basic  pig  iron  out  of  which 
basic  open-hearth  steel  could  be  made  with  reasonable 
economy;  that  this  basic  iron  is  not  as  economical  as 
northern  basic  iron  for  the  reason  that  the  southern  iron 
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carries  about  one  per  cent,  of  phosphorus,  as  against 
from  ten  to  twenty  one  hundredths  of  one  per  cent,  in 
the  northern  iron ;  that  the  southern  iron  cannot  be  sold 
for  the  same  price  as  northern  iron;  that  the  difference 
is  sometimes  as  much  as  a  dollar  a  ton  against  southern 
iron  in  the  northern  markets,  and  never  less  than  50 
cents  (R,  II,  658-60).  He  said  that  the  Tennessee  Com- 
pany, while  he  was  connected  with  it,  sold  its  steel  rails 
exclusively  in  the  South  and  Southwest,  and  that  it  sold 
its  pig  iron  all  over  the  United  States — about  60  per  cent, 
of  it  north  of  the  Ohio  River;  that  the  company  had 
ten  blast  furnaces  that  were  called  active,  three  that  were 
inactive,  and  three  tbat  were  practically  in  the  scrap 
heap ;  that  the  capacity  of  these  furnaces  was  something 
over  a  million  tons ;  that  three  of  these  furnaces  had  been 
rebuilt  during  his  regime  and  that  a  fourth  was  partly 
reconstructed  (R,  II,  661-65).  He  said  that  at  the  time 
the  Tennessee  Company  was  sold  to  the  Steel  Corpora- 
tion pig  iron  could  be  made,  he  thinks,  more  cheaply  in 
the  Corporation's  furnaces  at  Chicago  than  it  was  being 
made  at  Birmingham ;  that  the  Company's  net  profits  for 
the  year  1906  were  approximately  a  million  and  a  half 
dollars,  or  perhaps  less,  and  its  working  capital  some- 
thing like  two  million  dollars  (R,  II,  643-7). 

Mr.  Topping  said  that  he  was  a  member  of  the  syn- 
dicate which  acquired  a  majority  of  the  stock  of  the 
Tennessee  Company;  that  his  associates  in  the  syndicate 
were  L.  C.  Hanna,  G.  B.  Schley,  J.  B.  Duke,  E.  W. 
Oglebay,  John  W.  Gates,  O.  H.  Payne,  Oakleigh  Thorne, 
and  a  number  of  others;  that  of  these,  Gates,  Oglebay 
and  Hanna  had  experience  in  iron  and  steel  lines,  and 
that  generally  they  were  men  of  high  standing  and  repute 
(E.,  II,  637-9).  He  said  that  this  syndicate  undertook 
the  general  rehabilitation  of  the  Tennessee  property,  and 
that  between  the  time  the  property  was  acquired  by  the 
syndicate  and  the  sale  to  the  Steel  Corporation  approxi- 
mately $8,000,000.  was  spent  in  the  process,  and  that 
this  money  was  obtained  by  stock  subscriptions  from 
the  existing  stockholders,  who  paid  par  for  their  new 
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stock  (R.,  II,  648).  He  verified  a  condensed  balance 
sheet  and  income  account  of  the  Tennessee  Company  as 
of  September  30th,  1907  (R.,  II,  653).  It  shows  assets 
amounting  to  $52,366,874.06,  and  liabilities  of  equal 
amount,  among  which  is  a  stock  liability  of  $29,584,065, 
current  liabilities  of  $3,437,689.30,  and  collateral  pur- 
chase notes  of  $826,386.90.  It  also  shows  net  earnings 
for  the  nine  months  ending  September  30th,  1907,  of 
$1,482,282.28,  and  a  profit  and  loss  surplus  of  $1,645,- 
420.12.  He  said  that,  according  to  his  recollection,  the 
Company  had  between  300,000  and  400,000  tons  of  rail 
orders  on  their  books  at  $29.  per  ton  at  the  time  of  the 
sale  to  the  Steel  Corporation  (R.,  II,  654-5).  He  said 
that  there  were  many  open-hearth  mills  in  the  country 
at  the  time  of  the  sale  to  the  Steel  Corporation,  but  that 
the  Bethlehem  Steel  Company  was  the  only  other  com- 
pany making  open-hearth  rails  at  that  time;  that  about 
six  months  before  the  sale  to  the  Steel  Corporation  the 
Harriman  Lines  gave  the  Tennessee  Company  an  order 
for  about  150,000  tons  of  open-hearth  rails,  and  that  they 
had  had  a  number  of  orders  before  from  the  same  source, 
but  for  smaller  amounts  (R.,  II,  656-7). 

On  cross-examination  Mr.  Topping  testified  that  there 
were  two  or  three  different  subscriptions  for  stock  of 
the  Tennessee  Company  while  he  was  a  director,  and  that 
on  the  last  one  only  25  per  cent,  was  paid,  leaving  about 
$3,500,000.  unpaid  according  to  his  recollection ;  that  for 
this  unpaid  sum  the  stockholders  who  sold  out  to  the 
Steel  Corporation  were  liable  at  the  time  of  the  sale, 
but  secured  a  waiver  of  these  subscriptions  (R.,  II, 
703-6).  He  said  that  the  Tennessee  Company  had  been 
in  existence  and  had  been  exploited  by  various  owners 
for  more  than  twenty  years  and  had  never  been  a  suc- 
cess in  the  hands  of  any  of  them  (R.,  II,  710)  ;  that  the 
cost  of  transporting  pig  iron  from  Birmingham  to  the 
lake  country  is  about  $4.25  a  ton,  and  that  his  company 
could  not  put  a  ton  of  basic  pig  iron  down  in  Chicago 
as  cheaply  as  the  Chicago  furnaces,  and  that  its  prin- 
cipal market  was  in  St.  Louis  and  along  the  Ohio  River 
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to  the  smaller  steel  making  plants  (R,  II,  714-6).  He 
admitted  that  between  1900  and  1910  the  consumption 
of  pig  iron  in  the  north  doubled,  and  that  in  the  same 
period  the  consumption  in  the  south  remained  station- 
ary at  2,500,000  tons  per  annum;  that  the  only  product 
sold  by  the  Tennessee  Company  north  of  the  Ohio  Eiver 
was  pig  iron,  and  that  the  Corporation  did  not  sell  pig 
iron  anywhere  (R.,  II,  718-22). 

Mr.  Topping  said  that  while  pig  iron  could  be  manu- 
factured more  cheaply  at  Birmingham  than  in  some  of 
the  northern  furnaces,  this  did  not  apply  to  finished 
products;  that  rails  were  manufactured  more  cheaply 
at  Pittsburgh  than  they  were  at  Birmingham;  that  as  a 
matter  of  fact  they  were  manufactured  more  cheaply 
everywhere  else  than  at  Birmingham  while  he  was  there 
(R.,  II,  722). 

Mr.  Perin  said  that  in  1904  he  was  a  member  of  what 
was  known  as  the  Appraisal  Commission;  that  this 
commission  examined  the  deposits  of  iron  and  coal 
owned  by  the  Tennessee,  the  Sloss-Sheffield  and  the  Re- 
public Iron  &  Steel  companies,  and  that  there  were  as- 
sociated with  him  in  the  work  T.  H.  Aldrich,  J.  W. 
Worthington,  Walter  Moore  and  a  Mr.  Given,  ^fra  said 
that  the  companies  were  considering  the  matter  o^amal- 
gamating  and  that  the  commission  was  asked  to  appraise 
their  several  properties  relatively;  that  after  about  six 
months'  work  they  made  a  report,  which  he  produced  and 
the  Government  offered  in  evidence  as  Exhibit  90  ( G.  E., 
I,  241-50).  This  report  credits  the  Tennessee  Company 
with  412,798,500  tons  of  iron  ore  of  all  kinds  and 
1,623,639,500  tons  of  coal  (R.,  II,  972-4). 

Mr.  Perin  said  that  there  are  no  other  known  de- 
posits of  iron  ore,  coal  and  limestone  in  similar  juxta- 
position in  this  country  or  in  any  other  country,  and 
that  this  results  in  a  reduction  of  the  cost  of  assembling 
those  elements,  and  consequently  a  lower  cost  of  produc- 
tion (R.,  II,  978)  ;  that  about  the  time  that  Mr.  Hanna, 
Mr.  Gates,  Mr.  Oglebay  and  Mr.  Schley  bought  the  con- 
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trol  of  the  Tennessee  Company  he  was  asked  to  go  down 
there  and  go  over  the  properties,  and  that  he  made  a 
report  to  Mr.  Hanna  he  thinks  in  1906;  that  there  was 
practically  no  change  in  the  estimate  of  ore  tonnage  and 
that  the  report  was  asked  with  a  view,  he  thinks,  to 
determining  how  much  money  was  to  be  provided  for  the 
proper  development  of  the  property  (R.,  Ill,  983-4). 

On  cross-examination  Mr.  Perin  was  asked  whether 
the  appraisal  committee  of  1904  was  a  partisan  com- 
mittee, to  which  he  replied:  "Yes,  sir;  I  regret  to  say 
that  it  was  more  or  less  so."  He  said  that  in  his  second 
examination  he  assumed  the  report  of  1904  to  be  cor- 
rect without  making  a  restudy  of  the  land  (B.,  Ill,  985- 
6),  that  the  iron  content  of  the  Birmingham  ores  is 
about  36  to  37  per  cent,  as  against  52  to  55  of  the  Lake 
Superior  ores  and  that,  speaking  in  round  figures,  it 
requires  three  tons  of  southern  ore  to  produce  a  ton  of 
iron  as  against  two  tons  of  northern  ore  (B.,  III,  990-1). 
He  said  that  in  1904  pig  iron  could  be  made  four  dol- 
lars per  ton  cheaper  in  Birmingham  than  at  Pittsburgh, 
but  that  this  low  cost  of  production  had  not  resulted  in 
the  prosperity  of  the  Birmingham  manufacturers;  that 
there  was  no  market  for  pig  iron  in  Birmingham  ex- 
cept to  a  very  limited  extent;  that  the  demand  for  pig 
iron  i*rthe  south  has  not  increased  materially  for  the 
last  ten  years  (R.,  Ill,  993-4),  that  the  freight  rate 
from  Birmingham  to  Pittsburgh  is  $4.90  a  ton,  from 
Birmingham  to  Chicago  $4.35,  and  from  Birmingham  to 
Cincinnati  $3.25  a  ton;  that  there  are  one  or  two  suc- 
cessful plants  at  Birmingham  whose  great  natural  ad- 
vantages have  enabled  them  to  live,  but  that  the  majority 
of  the  furnaces  have  not  been  profitable  for  the  last  ten 
years  (B.,  Ill,  995-7). 

On  being  asked  whether  the  method  of  keeping  cost 
sheets  at  the  southern  furnaces  was  conservative,  he  an- 
swered: "No,  sir;  they  have  never  been  considered  as  even 
proper,  much  less  conservative"  (B.,  Ill,  996). 

Mr.  Perin  said  that  when  he  made  his  examination  for 
Mr.  Hanna  in  1906  a  large  sum  of  money  had  been  spent 
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by  Mr.  Bacon  (the  former  manager),  who  was  gradually 
remodeling  the  plants;  that  he  (Perin)  advised  the  syndi- 
cate to  change  the  whole  labor  system,  to  do  away  with 
the  old  and  wasteful  bee-hive  coke  ovens,  and  to  remodel 
the  plant  generally,  and  that  his  estimate  was  that  in 
order  to  bring  the  plant  up  to  the  basis  of  a  northern  plant 
it  would  require  about  f20,000,000.  in  addition  to  what 
had  been  spent  by  Mr.  Bacon  (R.,  Ill,  1005-6).  He  said 
that  the  Steel  Corporation  has  developed  the  Tennessee 
property  to  a  tremendous  extent;  that  its  savings  in 
operation  have  resulted  in  a  tremendous  saving  of 
natural  resources  to  the  Corporation  and  to  the  State 
itself;  that  their  operations  have  been  a  great  lesson  to 
the  iron  industry  of  the  South;  that  the  wages  they  pay 
have  been  uniformly  higher,  the  conditions  of  labor  bet- 
ter, and  that  the  welfare  work  of  the  Corporation  repre- 
sents the  interest  on  perhaps  three  million  dollars  (R., 
111,1006-8). 

On  redirect-examination  Mr.  Perin  said  that  if  the 
Steel  Corporation  had  depended  wholly  on  the  earnings 
of  the  Tennessee  Company,  it  could  not  have  continued 
to  spend  the  money  which  it  has  spent;  that  there  have 
been  no  profits  yet  from  the  operation  of  the  Tennessee 
Company  commensurate  with  the  expenditures  which  it 
has  made  for  doing  heavier  work  and  future  develop- 
ment; that  he  thinks  no  other  company  could  have  done 
for  the  district  what  the  Steel  Corporation  has  done,  be- 
cause it  is  the  only  corporation  in  the  country  which 
owns  other  steel  works  out  of  which  to  pay  the  losses 
which  the  Tennessee  Company  has  been  making  up  to 
the  present  time  (B.,  Ill,  1015-6). 

Mr.  Corey  said  that  after  the  Tennessee  Company  was 
acquired  by  the  Steel  Corporation  its  rail  mill  was  com- 
pleted, and  had  a  capacity  of  between  four  and  five  hun- 
dred thousand  tons  per  year.  On  being  asked  how  many 
other  makers  of  rails  in  the  United  States  had  a  capacity 
of  five  hundred  thousand  tons  of  rails  per  year,  he  an- 
swered :  "All  with  the  exception  of  Bethlehem"  (B.,  VIII, 
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2971) .  He  said  that  the  completion  of  the  Tennessee  rail 
mill  increased  the  tonnage  of  the  Steel  Corporation  in 
open-hearth  rails,  but  that  the  building  of  the  Gary 
plant  increased  it  more  than  twice  as  much;  that  the 
Tennessee  mill  was  completed  about  a  year  after  the  pur- 
chase of  the  properties  and  the  Gary  mill  some  time  in 
1909.  He  estimated  the  capacity  of  the  latter  at  1,000,000 
to  1,200,000  tons  a  year  (B.,  VIII,  2977-8),  and  said  that 
it  was  begun  about  August,  1906  (E.,  VIII,  3056). 

On  cross-examination  Mr.  Corey  said  that  the  output 
of  the  Tennessee  Company  at  the  time  of  the  purchase, 
outside  of  rails,  was  infinitesimal;  that  after  the  pur- 
chase of  the  Tennessee  Company  he  went  down  to  Bir- 
mingham with  a  number  of  the  presidents  of  the  sub- 
sidiary companies  of  the  Steel  Corporation,  and  made 
a  rather  thorough  examination  of  the  properties  of  that 
company;  that  he  made  a  verbal  report  to  the  finance 
committee  immediately  on  his  return  to  the  effect  that  it 
would  require  an  expenditure  of  five  million  dollars  a 
year  for  five  years,  or  a  total  of  |25,000,000.  before  the 
Tennessee  Company  could  be  made  a  dividend  payer 
(E.,  VIII,  3044-5). 

Mr.  Corey  said  that  from  his  investigation  made  at 
the  time  of  the  purchase  of  the  Tennessee  Company  he 
learned  that  the  cost  of  making  steel  billets  at  Birming- 
ham was  at  least  two  dollars  per  ton  higher  than  at 
either  Pittsburgh  or  Chicago,  and  that  at  the  time  that 
the  Tennessee  Company  was  purchased  the  Steel  Cor- 
poration had  quite  a  large  open-hearth  capacity  at  South 
Chicago,  Donora,  Clairton,  Duquesne,  Homestead  and 
South  Sharon   (B,,  VIII,  3055). 

Mr.  Grasty  said  that  he  visited  the  Birmingham  dis- 
trict in  1904,  5,  6  and  7  on  behalf  of  a  syndicate  desiring 
to  purchase  ore  property;  that  in  this  way  he  became 
familiar  with  the  holdings  of  the  Tennessee  Company  and 
the  Birmingham  situation  generally  (E.,  VIII,  3137-8) ; 
that  the  raw  materials  for  manufacturing  iron  in  the 
Birmingham  district  are  better  situated  for  assemblage 
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than  in  any  other  part  of  the  world  (R.,  VIII,  3139)  ; 
that  he  knows  of  no  other  place  where  iron  can  be  made 
so  cheaply  (R.,  VIII,  3140),  and  that  he  estimates  the 
Tennessee  Company's  holdings  of  commercially  available 
ore  in  the  Birmingham  district  in  1907  at  over  400,000,000 
tons  (R.,  VIII,  3153). 

The  Government  also  offered  in  evidence  as  Exhibit 
341  (G.  E.,  VII,  2132-43),  the  forty-seventh  annual  report 
of  the  Tennessee  Company  covering  its  operations  for  the 
year  ending  December  31,  1906.  This  shows  a  net  income 
for  the  year  of  $1,087,337.23,  a  surplus  of  $126,881.02, 
and  unfilled  orders  as  of  January  1,  1907,  for  manufac- 
tured iron  and  steel  products  amounting  to  467,114  tons. 

The  Sixth  Annual  Report  of  the  Steel  Corporation, 
for  the  year  1907,  contains  the  following  statement: 

"In  November,  1907,  the  Corporation  acquired 
a  majority  of  the  common  stock  of  the  Tennessee 
Coal,  Iron  and  Railroad  Company,  as  is  set  forth 
in  detail  on  page  25  of  this  report.  The  purchase 
was  made  during  the  financial  panic  of  October, 
1907.  The  parties  owning  or  controlling  a  ma- 
jority of  the  Tennessee  Company's  stock  offered 
the  same  to  the  Corporation  on  terms  which  were 
satisfactory  both  as  to  price  and  manner  of  pay- 
ment. The  purchase  of  the  property  promises 
benefit  to  the  Corporation  and  also  aided  promptly 
and  materially  in  relieving  the  financial  stress  at 
the  time  existing.  The  Tennessee  property  is  very 
valuable.  Its  mineral  resources  are  large.  The 
location  of  the  iron  ore  and  coal  deposits  in  the 
immediate  proximity  of  the  manufacturing  plants 
enables  the  production  of  iron  at  reasonable  cost. 
It  is  believed  the  lines  of  business  of  the  Tennes- 
see Company  can  be  materially  extended.  During 
the  last  two  years  about  $6,250,000  were  expended 
in  rehabilitating,  modernizing  and  enlarging  the 
furnaces  and  steel  plant.  Additional  expenditures 
of  considerable  magnitude  in  1908  are  contem- 
plated to  complete  the  plans  for  improvements 
which  were  under  way  when  the  Corporation  ac- 
quired the  property.  It  is  believed  that  when 
these  improvements  and  extensions  shall  have  been 
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completed  and  the  operating  management  per- 
fected the  business  of  the  company  will  be  profit- 
able" (G  E.,  V,  Pt.  2,  1796). 

The  Government  also  offered  in  evidence  minutes  of 
the  meeting  of  the  Carnegie  Steel  Co.  of  March  30,  1903, 
at  which  Mr.  Bope  is  reported  as  stating: 

"I  understand  the  Tennessee  Coal,  Iron  &  Rail- 
•  road  Co.  have  come  into  the  market  again  quite 
actively.  They  sold  6,000  tons  to  the  Frisco  Line, 
and  are  bidding  on  9,000  tons  for  a  Southern  road. 
For  a  time  their  product  was  not  regarded  favor- 
ably by  the  railroads,  but  they  claim  now  that 
they  are  making  as  good  rails  as  any  mill  in  the 
country  and  are  going  after  tonnage"  (G.  E.,  II, 
488). 

Also  the  minutes  of  a  meeting  of  the  same  board  on 
May  18,  1903,  at  which  Mr.  Corey  is  reported  as  having 
stated: 

"I  also  observe  from  a  letter  of  one  of  our 
agents  that  the  Tennessee  Coal,  Iron  &  Railroad 
Co.  are  offering  rails  in  the  South  at  $2  above  the 
agreed  price"   (G.  E.,  II,  492). 

Mr.  Corey's  attention  was  called  to  these  minutes, 
and  he  stated  that  at  that  time  the  Tennessee  Co.  was 
in  competition  with  the  Carnegie  Steel  Co.  in  the  sale 
of  steel  rails  (R.,  VIII,  2964-5). 

The  Government  also  offered  in  evidence  the  record 
of  the  meeting  of  the  directors  of  the  Carnegie  Steel  Co. 
July  20,  1903,  at  which  Mr.  Bope  is  reported  as  saying, 
among  other  things : 

"With  Tennessee  and  Lackawanna  in  the  mar- 
ket I  think  it  will  be  necessary  for  the  Corpora- 
tion to  sell  abroad  about  200,000  to  250,000  tons 
of  rails  next  year,  figuring  on  running  all  the  rail 
mills  full"  (G.  E.,  II,  493). 

The  Government  also  offered  in  evidence  minutes  of 
the  meeting  of  the  directors  of  the  Carnegie  Co.  on  March 
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19,  1906,  at  which  Mr.  Bope  is  reported  as  saying,  among 
other  things: 

"In  connection  with  the  rail  situation  I  might 
say  there  was  a  time  when  there  was  a  great  deal 
of  agitation  among  the  railroads  about  low  phos- 
phorus rails.  Now  the  same  agitation  is  coming 
up  in  the  direction  of  open  hearth  rails,  but  I  do 
not  believe  it  will  go  so  far  that  the  railroads 
will  not  buy  any  more  Bessemer  rails  as  has  been 
stated  in  the  papers.  We  have  such  advice  as 
this,  for  instance.  The  general  superintendent  of 
the  Pittsburgh  &  Lake  Erie  told  us  the  other  day 
that  after  testing  open  hearth  rails  furnished  them 
by  the  Tennessee  Coal  &  Iron  Co.  and  our  Bes- 
semer rails  they  have  decided  that  open  hearth 
are  twice  as  good  as  Bessemer  rails"  (G.  E.,  II, 
510). 

The  Government  also  offered  in  evidence  as  Exhibits 
371  and  372,  compilations  made  by  the  American  Iron 
and  Steel  Institute  showing  the  production  of  the  Ten- 
nessee Company  for  the  year  1907.  They  are  printed  on 
pages  2299  and  2300  of  Volume  IX  of  the  Government's 
Exhibits.  No.  371  shows  a  pig  iron  production  of  602,827 
tons.  No.  372  shows  a  production  of  open-hearth  steel 
rails  amounting  to  149,368  tons,  and  a  total  steel  pro- 
duction of  188,448  tons. 

On  this  subject  the  Steel  Corporation  examined  the 
following  witnesses:  W.  J.  Filbert,  Comptroller  of  the 
Steel  Corporation;  James  A.  Farrell,  President  of  the 
Steel  Corporation;  Frank  S.  Witherbee,  a  former  Di- 
rector of  the  Tennessee  Company;  James  Bowron,  a 
former  Vice-President  and  Treasurer  of  the  Tennessee 
Company;  George  G.  Crawford,  President  of  the  Ten- 
nessee Company,  Frank  A.  Burr,  General  Sales  Manager 
of  the  Tennessee  Company  since  July,  1902;  Clyde  L. 
King,  President  of  the  Atlanta  Agr.  Works;  Isaac  G. 
Haas,  President  of  the  Empire  Plow  Company,  and  El- 
bert H.  Gary,  Chairman  of  the  Steel  Corporation. 


Digitized  by  Microsoft® 


138 


Mr.  Filbert  prepared  a  statement  which  was  offered 
in  evidence  as  Defendant's  Exhibit  77  (D.  E.,  Ill,  321). 
This  was  made  up  from  official  returns  made  to  the  Steel 
Corporation  by  the  Tennessee  Company  in  the  regular 
course  of  business.    It  shows : 

Production  of  Tennessee  Coal,  Iron  and  Railroad  Company  in 
the  Tear  1907,  Showing  its  Proportion  op  the  Country's 
Total  in  That  Year. 


Products. 

Total  Produc- 
tion in  United 
States  in  Year 
1907. 

Production  of 
Tenn.  Coal  & 
Iron  in  Year 

1907. 

Tenn.  C.  &  I. 
Co.'s  Propor- 
tion of 
Country's 
Total. 

Steel  Making  Pig  Iron 

Foundry,   Forge   &    Ferro-Silicon 

18,606,839 

5,834,376 
339,348 

1,000,798 

412,288 
188,258 

2,281 

2.2 
3.2 

Spiegel  and  Ferro-Manganese 

Mall.  Bess.,  White  &  Mottled   & 

.2 

25,781,361 

602,827 

2.3 

Open  Hearth  Steel  Ingots 

11,549,736 
23,362,594 

243,444 
243,444 

2.1 

All  kinds  of  Steel  Ingots 

1.0 

Finished  Rolled  Products  (As    re- 
ported by  Am.  I.  &  8.  Ass'n. ) 
Rails 

3,633,654 
1,940,352 
4,248,832 
3,970,988 
6,070,996 

149,368 

2,474 

16.682 

19,924 

4.1 

Structural  Shapes 

.1 

4 

Merchant  Bars 

.5 

All  Other  Boiled  Products 

Total  Finished  Boiled  Products . . . 

19,864,822 

188,448 

.94 

It  appears  from  Mr.  Filbert's  testimony  that  the  ac- 
tual cash  advanced  by  the  Steel  Corporation  to  the  Ten- 
nessee Company  up  to  November  1,  1911,  amounted  to 
113,509,000.;  that  no  dividends  have  been  paid  by  the 
Tennessee  Company  since  it  was  taken  over  by  the  Steel 
Corporation ;  that  the  earnings  of  the  Company  up  to  the 
date  named  amounted  to  $5,651,982 ;  that  these  were  re- 
invested in  the  plant,  making  a  total  contribution  to  No- 
vember 1,  1911,  of  $19,160,982.,  and  that  the  amount  put 
in  and  left  in  by  the  Steel  Corporation  up  to  January  1, 
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1913,  totaled  $22,198,122.  Mr.  Filbert  said  that  for  its 
product  of  rails  in  1907  the  Tennessee  Company  received 
f.  o.  b.  mill  $28.76  per  ton;  that  the  mill  cost  of  these 
rails  was  $29.48,  to  which  should  be  added  for  overhead 
charges  at  least  |2.  a  ton,  making  a  total  commercial 
cost  of  $31.48  (R.,  XIV,  5591-3). 

Mr.  Farrell  gave  the  amount  expended  by  the  Steel 
Corporation  on  the  Tennessee  property  up  to  the  time 
he  testified  as  about  $23,500,000.,  of  which  $8,000,000  was 
expended  on  the  Ensley  Steel  plant.  He  said  that 
the  large  expenditure  on  this  plant  was  necessary 
to  put  it  in  condition  to  produce  rails  economically. 
He  said  that  the  plant  was  not  producing  rails  at  a  profit; 
that  the  records  show  that  an  order  of  56,000  tons,  placed 
by  the  Harriman  Lines,  had  cost  the  Company  $32.45  per 
ton  to  manufacture,  which  was  $3.45  higher  than  the 
price  at  which  the  rails  were  sold.  Speaking  of  the  rails 
sold  to  the  Harriman  Lines,  he  said  that  they  were 
shipped  to  the  Pacific  Coast  and  various  parts  of  the 
West;  that  after  the  Steel  Corporation  took  over  the 
Tennessee  property  complaints  were  made  as  to  the 
quality  of  these  rails  and  that  the  Company's  inspectors 
were  sent  out  to  examine  them  and  allowances  were  made 
and  the  rails  used  on  the  side  tracks  and  not  on  the  main 
line.  He  said  that  the  Tennessee  Company  was  never  a 
seller  of  rails  in  the  northern  market,  and  that  from  his 
knowledge  of  the  commercial  situation  the  Tennessee 
Company  was  not  prior  to  its  acquisition  by  the  Steel 
Corporation  a  substantial  competitor  of  the  northern 
mills  of  the  Steel  Corporation  in  the  sale  of  steel  rails; 
that  its  capacity,  as  it  then  existed,  was  not  sufficient  to 
make  any  impression  upon  the  rail  market  of  the  country ; 
that  the  Tennessee  Company  was  not  operated  at  the 
time  of  the  purchase  at  a  substantial  profit,  and  that  its 
financial  condition  was  not  such  as  would  have  enabled 
it  to  inaugurate  the  changes  which  have  been  made  by 
the  Steel  Corporation  (E.,  X,  4019-21,  4024). 
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Mr.  Witherbee,  an  iron  mine  owner  and  operator  of 
forty  years'  experience,  said  that  lie  was  a  director  of 
the  Tennessee  Company  from  1899  to  1906,  and  vice- 
president  from  1901  to  1906;  that  he  had  two  friends 
who  were  very  largely  interested  in  the  Company,  and 
as  the  Board  did  not  have  any  man  who  was  well  posted 
on  iron  and  mining  matters,  he  was  asked  by  his  friends 
to  go  on  the  Board.  He  said  that  at  the  start  the  manu- 
facturing plants  of  the  Company  were  in  a  most  dilapi- 
dated condition  and  the  mining  plants  most  antiquated 
and  inefficient;  that  at  once  after  visiting  the  plant  he 
told  his  friends  he  should  resign  unless  the  management 
was  changed;  that  he  suggested  that  they  elect  Mr.  D.  H. 
Bacon  of  Duluth  president  of  the  Company,  as  he  knew 
him  to  be  a  thoroughly  competent  iron  ore  man.  He  said 
that  Mr.  Bacon  was  elected  in  1900;  that  they  then  sus- 
pended dividends,  borrowed  some  money  and  went  to 
work  to  build  new  mining  plants  and  by  the  time  the 
syndicate  got  control  had  expended  about  $6,000,000.  He 
said  that  he  remained  on  the  Board  about  three  months 
after  the  syndicate  purchase;  that  the  syndicate  planned 
to  put  in  about  $8,000,000.  to  complete  and  enlarge  the 
steel  plant  and  improve  the  blast  furnaces;  that 
Mr.  Gates  proposed  that  the  money  be  raised  around 
the  Board  table,  and  that  he  resigned  because  he  did 
not  want  to  put  his  share  of  that  amount  of  money  in 
the  plant,  because  he  did  not  think  $8,000,000.  was  suf- 
ficient to  properly  develop  it  (R.,  XVIII,  7287-90). 

Mr.  Bowron  testified  that  he  became  Treasurer  o 
the  Tennessee  Company  in  February,  1882,  General  Man- 
ager in  1886,  and  was  First  Vice-President  and  Treas- 
urer from  1897  to  May  1,  1901  (R.,  XXV,  10405-6).  He 
said  that  the  Tennessee  Company  exported  pig  iron  to 
quite  a  large  extent  during  the  year  1897,  selling  it  in 
the  Mediterranean  and  North  Sea  ports,  and  to  some 
extent  in  Japan  and  other  foreign  countries,  but  that  the 
sales  were  not  profitable ;  that  the  prices  obtained  barely 
covered  the  out-of-pocket  cost,  without  leaving  anything 
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for  the  depreciation  of  the  plant  or  the  exhaustion  of 
the  minerals;  that  at  the  end  of  1897  the  Company  de- 
cided to  go  into  the  manufacture  of  steel,  and  that  after 
several  months  of  diligent  work  he  raised  f  1,100,000.  for 
the  construction  of  a  steel  works ;  that  these  works  were 
completed  and  ready  for  use  some  time  in  1899;  that 
they  also  started  the  construction  of  a  rail  mill,  but  did 
not  have  money  enough  to  finish  it  during  his  connection 
with  the  Company  (R.,  XXV,  10408-14). 

He  said  that  the  Company  began  paying  dividends  on 
its  common  stock  in  1900,  but  that  such  dividends  had 
not  been  earned,  although  from  the  standpoint  of  the 
books  as  they  were  then  kept  there  did  appear  to  be  a 
surplus  available  for  their  payment.  He  said  that  the 
disagreeable  necessity  fell  upon  him  of  borrowing  the 
money  to  pay  these  dividends;  that  at  the  time  he  left, 
the  Company  was  losing  money  on  the  steel  that  it  made, 
and  doing  little  more  than  breaking  even  on  its  pig  iron 
(R.,  XXV,  10414-15). 

Mr.  Crawford  said  that  when  he  took  charge  of  the 
Tennessee  properties  in  November,  1907,  the  Ensley  plant 
was  not  in  good  condition  and  was  not  so  equipped  or 
organized  as  to  be  able  to  make  steel  at  a  reasonable 
cost;  that  some  of  the  furnaces  were  out  of  condition 
and  had  to  be  remodeled;  that  the  stoves  were  in  very 
bad  condition;  that  the  auxiliary  furnaces  were  also  in 
bad  condition;  that  the  main  boiler  supply  of  furnaces 
1  to  4  was  of  an  old  fashioned  type  and  not  in  good 
condition;  that  they  were  wasting  large  quantities  of 
coal,  and  that  by  utilizing  the  waste  gases  alone  the  Steel 
Corporation  has  been  able  to  save  a  very  great  deal  more 
than  four  thousand  tons  of  coal  per  month  (R.,  XV, 
6125-7). 

Mr.  Crawford  described  in  detail  the  improvements 
made  since  he  became  President.  He  produced  a  state- 
ment (D.  E.,  Ill,  375)  showing  the  details  of  the  ex- 
penditures for  improvements  by  the  Topping  Administra- 
tion and  by  the  Steel  Corporation.    This  statement  shows 
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that  the  total  expenditures  of  the  Topping  administra- 
tion upon  the  property  up  to  November  1,  1907,  amounted 
to  15,412,532.15,  to  which  the  Steel  Corporation  added 
119,714,059.60   (E.,  XV,  6133-5). 

Mr.  Crawford  said  that  the  principal  advantage  in  the 
Birmingham  district  lies  in  the  proximity  of  the  ore,  coal 
and  flux  to  each  other ;  that  there  is  also  an  advantage  in 
the  absence  of  a  severe  winter,  but  a  disadvantage  in  the 
exceedingly  long  summer ;  that  the  climate  is  not  as  good 
as  in  the  North  and  labor  is  not  as  efficient;  that  the 
iron  content  of  the  ore  is  approximately  36  per  cent,  as 
against  56  or  57  per  cent,  of  the  northern  ores,  which  is 
a  disadvantage;  that  the  Birmingham  ores  are  very  dif- 
ficult to  mine;  that  they  have  to  be  drilled  and  blasted 
and  the  deposits  are  on  an  angle  which  is  not  flat  enough 
to  permit  the  ores  to  be  trammed,  and  not  steep  enough 
to  permit  them  to  slide  to  a  central  hoisting  station; 
that  the  pig  iron  runs  about  one  per  cent,  in  phosphorus, 
which  is  beyond  the  Bessemer  limit,  and  that  this  drives 
the  manufacturer  to  the  open-hearth  process  (R.,  XV, 
6150-3).  He  said  that  the  supply  of  intelligent  labor  in 
Birmingham  is  very  much  poorer  than  in  the  North ;  that 
about  half  of  it  is  negro  labor  which,  as  a  rule,  is  not 
reliable;  that  the  South  is  more  largely  devoted  to  agri- 
cultural pursuits  and  does  not  manufacture  products 
that  consume  steel  to  the  extent  done  in  the  North;  that 
the  southern  consumption  of  iron  and  steel  products  is 
not  growing  as  fast  as  it  is  in  the  North  either  in  tonnage 
or  in  percentage ;  that  the  pig  iron  market  for  the  South 
is  largely  at  points  north  of  the  Ohio  Eiver  with  freight 
rates  to  Chicago  of  $4.35  a  ton  (B.,  XV,  6154-5).  He 
said  that  ingot  molds  and  rolls  cannot  be  made  out  of  the 
southern  iron  and  have  to  be  brought  from  the  North, 
and  that  this  adds  to  the  cost  of  manufacture  in  the 
South  nearly  one  dollar  a  ton  (E.,  XV,  6155-7) 

On  cross-examination  Mr  Crawford  said  that  when 
he  went  to  Birmingham  the  cost  of  making  iron  was 
higher  than  it  was  at  the  furnaces  he  had  had  charge  of 
at  McKeesport,  Pa.,  and  that  the  cost  of  making  a  ton  of 
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steel  in  Birmingham  in  1911,  was  one  dollar  or  two  dol- 
lars a  ton  greater  than  it  was  at  Pittsburgh  (E.,  XV, 
6161-3).  On  being  asked  what  he  thought  of  the  future 
of  the  Birmingham  district,  he  answered: 

"It  is  a  low-grade  proposition,  and  the  only 
way  that  they  could  save  what  had  been  put  in 
there  was  to  work  it  on  the  basis  which  low-grade 
propositions  necessitate,  namely,  the  most  efficient 
mechanical  methods  for  handling  materials  on  a 
large  scale;  and  the  future,  if  you  wish  me  to  ex- 
press an  opinion  of  it,  of  the  Birmingham  district, 
is  one  that  can  be  made,  not  like  the  rosy  pictures 
that  I  have  heard  drawn  of  it,  but  a  reasonably 
good  business  proposition"  (B.,  XV,  6165). 

He  said  that  he  does  not  think  that  the  future  of  the 
district  is  as  good  as  that  of  other  iron  districts  he  knows ; 
that  in  the  production  of  pig  iron  from  1902  to  1908  and 
1909  the  southern  district  was  almost  stationary  (E.,  XV, 
6166-7). 

Mr.  Burr  said  that  he  has  served  under  three  manage- 
ments :  first,  the  Bacon  management  which  continued  up  to 
the  spring  of  1906 ;  second,  the  Topping  management  which 
continued  until  the  fall  of  1907,  and  third,  the  Steel  Cor- 
poration management.  He  said  that  there  was  no  ma- 
terial increase  in  production  during  the  Topping  manage- 
ment and  that  the  average  quality  of  the  production  was 
very  much  inferior  to  that  during  the  Bacon  regime  (E., 
XXVII,  11573-4).  He  said  that  there  was  some  com- 
plaint from  the  customers  during  the  Bacon  regime  re- 
garding the  quality,  and  very  serious  and  continued  com- 
plaint during  the  Topping  regime ;  that  during  the  latter 
period  much  of  the  steel  that  was  shipped  was  irregular 
in  quality,  and  not  suitable  for  the  uses  to  which  it  was 
put  by  the  buyers ;  that  steel  frequently  would  be  exceed- 
ingly hard  when  the  buyer  wanted  soft  steel ;  that  in  addi- 
tion it  was  not  well  rolled,  nor  true  to  template;  that 
sometimes  when  a  buyer  wanted  soft  steel  for  making 
rivets  he  got  steel  hard  enough  to  make  a  file;  that  some- 
times plates  were  shipped  that  were  supposed  to  be  soft 
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so  that  they  could  be  punched,  and  turned  out  to  be  so 
hard  that  they  would  crack  and  fly  apart  when  punching 
was  attempted  (K.,  XXVII,  11575). 

Mr.  Burr  said  that  his  life  was  made  very  uncom- 
fortable by  the  constant  complaints  he  received  and  the 
fact  that  when  investigated  they  proved  to  be  true  and 
he  was  not  able  to  correct  them.  He  said  that  the  prin- 
cipal trouble  was  the  frequency  with  which  they  shipped 
hard  steel ;  that  a  customer  could  never  tell  what  kind  of 
steel  he  was  going  to  get  until  he  got  it  and  tried  it  (E., 
XXVII,  11577-9). 

Mr.  Burr  said  that  in  addition  to  the  sale  of  about 
160,000  tons  of  rails  to  the  Harriman  lines,  during  the 
year  1907,  previous  to  the  purchase  of  the  Tennessee 
Co.  by  the  Corporation  those  lines  had  made  purchases 
of  rails  on  two  previous  occasions  in  1904  and  1906,  the 
amount  of  the  former  order  being  about  25,000  tons; 
that  sales  of  rails  had  also  been  made  in  different  years 
to  the  Southern  Kailway  and  the  Louisville  &  Nashville 
(E.,  XXVII,  11614-6)  ;  that  the  tonnage  of  plates,  bars 
and  angles  was  very  small  as  compared  with  the  tonnage 
of  a  Northern  mill  of  the  same  products  (E.,  XXVII, 
11617)  ;  that  there  was  competition  against  Pittsburgh 
and  other  Northern  mills;  that  in  plates  Worth  Bros, 
and  Lukens  had  an  advantage  over  the  Pittsburgh  mills 
by  reason  of  water  transportation  in  certain  territory, 
and  at  other  points  the  competition  of  mills  like  the  Ports- 
mouth was  the  most  aggressive,  as  at  interior  points 
Portsmouth  had  very  much  more  favorable  freight  rates 
than  Carnegie,  Illinois  or  Jones  &  Laughlin  (E.,  XXVII, 
11603-7) ;  that  in  bars  the  competition  is  with  the 
Atlanta  Steel  Co.,  Southern  Steel  Co.  and  a  number  of 
bar  iron  mills  through  the  South,  although  the  Northern 
mills  come  in  with  bars  to  some  extent  (E.,  XXVII, 
11590,  11608). 

Speaking  of  the  Harriman  orders,  Mr.  Burr  said  that 
the  order  for  160,000  tons  was  taken  in  the  early  part  of 
1907  and  was  not  filled  until  after  the  Steel  Corporation 
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came  there,  and  that  there  was  no  difficulty  about  the 
quality  of  the  goods  shipped  under  that  order.  He  said, 
however,  that  there  was  serious  complaint  with  regard 
to  rails  shipped  in  1907  under  a  prior  order;  that  they 
sent  Mr.  Wilson,  his  assistant,  out  to  the  Pacific  Coast 
to  investigate  the  complaint  and  later  sent  Mr.  Byding, 
the  assistant  to  the  Vice-President ;  that  the  trouble  was 
that  the  rails  had  not  given  satisfactory  service  in  track 
use;  that  many  of  them  were  "piped",  that  is,  so  rolled 
as  to  leave  cavities  in  the  rail,  and  that  some  irregu- 
larities were  found  also  with  regard  to  the  analysis  of 
the  steel.  He  said  that  they  made  adjustments  either 
by  replacing  the  rails  or  making  allowances — he  is  not 
sure  which   (R.,  XXVII,  11580-2). 

Mr.  Burr  said  that  the  mill  cost  of  manufacturing 
rails  at  Birmingham  was  reduced  by  the  Steel  Corpora- 
tion in  1908  to  about  $21.  a  ton,  and  that,  with  the  excep- 
tion of  a  portion  of  its  pig  iron,  the  market  for  the 
product  of  the  Tennessee  Company  is  almost  entirely  in 
the  South  (R.,  XXVII,  11579-88). 

Clyde  L.  King  said  that  prior  to  the  purchase  of  the 
Tennessee  Company  by  the  Steel  Corporation  he  found 
that  the  quality  of  the  Tennessee's  bar  production  was 
not  such  that  his  company  could  advantageously  use 
much  of  it ;  that  it  was  irregular  in  size,  both  as  to  thick- 
ness and  width ;  that  the  company  did  not  seem  to  have 
proper  equipment  or  knowledge  of  how  the  material 
should  be  finished  to  give  it  a  satisfactory  shape;  that 
the  carbon  was  irregular;  that  at  times  they  would  find 
a  variation  in  width  of  as  much  as  one-sixteenth  of  an 
inch  in  the  different  parts  of  a  bar ;  that  it  was  impossible 
for  his  company  to  use  such  material  for  a  majority  of 
its  needs.  He  said  that  since  the  Steel  Corporation 
bought  the  Tennessee  Company  their  rolling  practice 
had  improved  and  that  they  are  now  able  to  give  his  com- 
pany just  about  as  good  steel,  both  as  to  quality  and 
size,  as  any  of  the  mills  in  the  North ;  that  their  rolling 
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is  now  accurate  and  their  carbon  content  all  right  (E., 
XXV,  10249-50). 

Isaac  G.  Haas,  of  Cleveland,  Ohio,  president  of  the 
Empire  Plow  Company,  testified  that  in  1901  his  com- 
pany bought  the  plant  of  the  Austin-Bryan  Manufactur- 
ing Company,  a  concern  engaged  in  manufacturing  at 
Ensley,  Alabama.  He  said  that  the  Austin-Bryan  Com- 
pany had  a  contract  with  the  Tennessee  Coal  &  Iron 
Company  to  furnish  them  with  steel  for  ten  years  at 
the  Pittsburgh  price  without  freight;  that  the  contract 
looked  very  favorable  to  his  company,  and  they  ran  the 
place  until  the  contract  ran  out;  that  they  could  not 
make  any  money,  however,  because  the  material  that  the 
Tennessee  Company  delivered  to  them  was  not  such  as 
they  could  use  to  advantage ;  that  it  was  either  too  thick 
or  too  thin,  or  the  quality  was  bad,  or  it  would  be  too 
brittle  or  too  soft;  that  all  the  time  it  would  be  either  a 
matter  of  quarrelling  with  the  Tennessee  people  or  tak- 
ing what  they  gave;  that  when  the  metal  was  too  heavy 
they  lost  their  profits;  when  it  was  too  light  they  had 
trouble  with  their  customers.  He  said  that  after  the 
Steel  Corporation  took  hold,  they  got  better  service, 
better  goods,  and  that  better  conditions  prevailed  gener- 
ally (E.,  XX,  8316-7). 

Judge  Gary  said  that  he  did  not  consider  that  the 
Tennessee  ores  came  in  competition  with  the  Lake  Su- 
perior ores;  that  their  markets  are  different;  that  the 
Tennessee  Company  supplies  a  certain  market  within  a 
certain  territory;  that  that  territory  is  large  in  extent, 
but  limited  in  demand  for  products;  that  freight  rates 
determine  largely  the  market  for  any  given  product ;  that 
the  products  of  the  Tennessee  Company  cannot  compete 
successfully  with  the  northern  products;  that  they  never 
have  and  never  will ;  that  the  ore  in  the  district  is  a  low 
grade  ore;  that  it  is  low  in  iron  content  and  high  in 
phosphorus,  and  is  not  a  Bessemer  ore.  He  said:  "We 
knew  their  costs  were  large,  their  facilities  for  manufac- 
turing were  not  good,  and  their  labor  conditions  were 
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not  the  best.  Their  rails  did  not  come  into  competition 
with  lis  to  any  appreciable  extent.  In  our  opinion  their 
competition  was  not  worth  considering,  if  we  were 
desirous  of  avoiding  competition."  He  said  that  the  com- 
petition of  the  Tennessee  Company  was  not  to  be  men- 
tioned in  comparison  with  the  competition  of  Jones  & 
Laughlin,  Cambria,  Bethlehem  and  the  rest,  and  that  the 
idea  of  the  Steel  Corporation  buying  the  Tennessee  prop- 
erties to  eliminate  their  competition  is  about  as  ridicu- 
lous as  anything  one  can  imagine.  He  said  that  the 
Tennessee  Company  had  a  floating  indebtedness  of  over 
$4,000,000.,  and  that  nearly  one  million  and  three-quar- 
ters of  it  was  past  due,  and  that  the  Steel  Corporation 
had  to  pay  out  nearly  $3,000,000.  within  a  short  time 
after  it  purchased  the  property.  He  said  that  in  the 
course  of  time  by  the  expenditure  of  large  sums  of  money 
and  with  the  growth  of  the  business  in  the  market  which 
can  be  reached  economically  from  the  plant,  the  prop- 
erty can  be  made  a  fair  paying  manufacturing  property 
but  will  not  compare  favorably  with  many  other  loca- 
tions, in  his  judgment  (R.,  XII,  4834-41). 

Proof  with  Respect  to  the  Allegation  that  the  Steel 
Corporation  took  advantage  of  the  panic  to  acquire 
the  Tennessee  Go. 

The  Government  called  the  following  witnesses: 
James  Gayley,  William  E.  Corey,  Osmund  Phillips,  Oak- 
leigh  Thorne  and  John  A.  Topping.  The  defendants 
called  Judge  Gary,  Lewis  Cass  Ledyard  and  Frank  S. 
Witherbee. 

Mr.  Gayley  was  called  to  show  that  about  six  months 
before  the  purchase  of  the  Tennessee  Company  he  had 
recommended  its  purchase  to  Mr.  Frick.  He  admitted 
this  except  that  he  stated  it  was  about  a  year  before  the 
purchase  (E.,  IX,  3517).  He  said  that  his  recommenda- 
tion was  casually  made  and  was  based  upon  informa- 
tion he  had  received  from  Mr.  Frank  S.  Witherbee,  one 
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of  the  directors  of  the  Tennessee  Company.  He  said  he 
told  Mr.  Frick  that  he  thought  it  would  be  a  good  thing 
if  the  Steel  Corporation  had  the  large  raw  material  re- 
serves shown  by  the  Perin  report;  that  Mr.  Frick  re- 
plied that  he  did  not  favor  it;  that  the  Tennessee  prop- 
erty could  not  be  gotten  at  any  price  at  which  he  would 
consider  it  wise  to  make  an  investment,  and  that  he 
did  not  believe  it  could  ever  be  purchased  at  a  price 
which  in  his  judgment  would  justify  the  Corporation 
in  owning  it.  He  said  that  he  concluded  from  Mr. 
Frick's  statement  that  the  matter  was  dismissed  from 
his  mind  entirely  (R.,  IX,  3577-81). 

Frank  S.  Witherbee  said  that  his  conversation  with 
Mr.  Gayley  with  respect  to  the  Tennessee  Company  was, 
he  thinks,  about  1904  or  1905.  He  said  that  he  felt  that 
the  best  interests  of  the  Tennessee  Company  would  be 
conserved  if  the  Corporation  purchased  the  property; 
that  it  had  been  difficult  for  them  to  raise  funds  to 
develop  it  properly,  and  he  also  thought  that  its  output 
should  be  diversified,  and  he  knew  of  no  better  way  of 
securing  that  end  than  by  the  Corporation  takiug  it 
over  (R.,  XVIII,  7290). 

Mr.  Corey  said  that  during  the  syndicate  period  he 
casually  met  John  W.  Gates  on  several  occasions;  that 
Mr.  Gates  on  some  of  those  occasions  spoke  of  the  value 
of  the  Tennessee  Company,  and  stated  that  in  his  opinion 
the  stock  of  the  company  was  cheap  at  $250.  a  share; 
that  Mr.  Gates  did  not  intimate  that  the  Steel  Cor- 
poration ought  to  own  the  Tennessee  property,  but  that 
was  what  he  wished  to  convey.  Mr.  Corey  said  that  he 
invariably  told  Mr.  Gates  that  he  was  about  $200.  too 
high;  that  he  (Corey)  always  took  the  position  that  the 
Tennessee  stock  was  not  worth  over  $50.  a  share  (R., 
VIII,  3051-2). 

Judge  Gary  said  that  the  Tennessee  property  had 
been  offered  to  the  Steel  Corporation  many  times  dur- 
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ing  the  years  preceding  the  panic  in  one  way  or  another 
by  different  people ;  that  the  Corporation  managers  knew 
it  was  for  sale  but  had  decided  conclusively  against  its 
acquisition;  that  personally  he  had  always  been  very 
much  opposed  to  it  and  so  had  Mr.  Frick  and  their 
people  generally,  and  that  they  had  no  thought  or  inten- 
tion or  desire  to  acquire  the  property  up  to  the  time 
of  the  panic  (R.,  XII,  4834-5).  He  mentioned  in  par- 
ticular an  offer  of  the  property  in  the  early  part  of  1907 
by  Mr.  Kessler  through  Mr.  Morgan.  He  said  that  Mr. 
Morgan  called  in  Mr.  Frick  and  himself  and  submitted 
the  offer  and  that  it  was  immediately  declined  without 
any  reference  to  the  price  named  (R.,  XII,  4842-3). 

Up  to  September  13,  1907,  J.  P.  Morgan  &  Co.  had 
loaned  $2,000,000.  to  Moore  &  Schley,  and  on  October 
23,  1907,  the  Steel  Corporation  also  had  loaned  $1,200,- 
000.  of  its  bonds  to  Moore  &  Schley  for  use  as  collateral 
(G.  E.,  I,  334,  336;  R.,  IV,  1564). 

Osmund  Phillips  was  the  financial  editor  of  the  New 
York  Times  and  was  examined  with  respect  to  an  ar- 
ticle which  appeared  in  the  Times  on  the  morning  of 
October  23,  1907.  This  article  was  based  in  part  upon 
information  given  to  Mr.  Phillips  by  Mr.  George  W. 
Perkins  during  the  preceding  evening  (R,  III,  1283-4). 
The  article  was  offered  in  evidence  as  Government  Ex- 
hibit 97,  and  will  be  found  at  page  267  of  Volume  I, 
Government  Exhibits.  The  article  states  that  a  con- 
ference had  been  held  at  the  Hotel  Manhattan  on  the 
night  before  between  Secretary  Cortelyou  and  the  chief 
bankers  of  the  City  headed  by  J.  P.  Morgan ;  that  at  the 
conference  it  was  formally  decided  that  the  point  need- 
ing buttressing  was  the  Trust  Company  of  America; 
that  earnest  attention  was  given  to  the  new  problem 
and  the  result  was  the  formation  of  a  powerful  syndi- 
cate to  stand  by  the  company  at  its  opening  on  that 
day.  Mr.  Phillips  said  that  Mr.  Perkins  told  him  that 
the  plan  was  to  have  a  committee  of  the  bankers  ex- 
amine the  Trust  Company  on  the  following  day  with 
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a  view  of  making  a  report  during  the  day  if  possible 
that  they  had  found  the  condition  of  the  company  en- 
tirely satisfactory,  the  idea  being  that  this  statement 
would  relieve  any  anxiety  the  public  might  feel  regard- 
ing the  condition  of  the  company  (B.,  III,  1284-8). 

On  cross-examination  Mr.  Phillips  stated  that  he  had 
heard  several  rumors  during  the  day  of  the  22nd  of  Octo- 
ber to  the  effect  that  the  Trust  Company  of  America  was 
in  trouble  or  likely  to  get  into  trouble;  that  the  rumor 
was  a  general  one;  that  it  was  generally  known  that  Mr. 
Barney,  the  president  of  the  Knickerbocker  Trust  Com- 
pany which  had  just  failed,  was  a  director  of  the  Trust 
Company  of  America  and  it  was  rumored  that  he  was  a 
heavy  borrower  from  the  Trust  Company  (E.,  Ill, 
1289-90).  He  identified  an  article  in  the  'New  York 
Evening  Post  of  October  22nd  which  he  said  came  out 
several  hours  before  his  interview  with  Mr.  Perkins,  in 
which  it  was  stated : 

"The  presidents  of  the  trust  companies  who 
first  gathered  for  a  conference  at  the  Knicker- 
bocker offices,  later  went  to  the  office  of  Oakleigh 
Thorne,  President  of  the  Trust  Company  of 
America." 

Mr.  Phillips  also  stated  that  the  State  Bank  Examiner 
had  made  an  examination  of  the  Trust  Company  of 
America  on  the  22nd,  and  it  was  rumored  that  this  was 
on  account  of  reported  loans  to  Mr.  Charles  W.  Morse 
and  Mr.  Barney  (K.,  Ill,  1291-9). 

Oakleigh  Thorne  told  of  the  run  on  the  Trust  Com- 
pany of  America  which  began,  as  he  claimed,  on  the  morn- 
ing of  October  23rd.  He  attributed  the  run  to  the  article 
in  the  Times  of  that  morning.  He  testified  that  on  the 
evening  before,  Mr.  George  W.  Perkins,  of  J.  P.  Morgan 
&  Company,  and  Mr.  Henry  P.  Davison,  of  the  First  Na- 
tional Bank,  had  met  him  at  the  Union  League  Club  and 
had  asked  him  about  the  financial  situation  of  his  com- 
pany; that  he  showed  them  a  statement  of  the  company 
at  the  close  of  business  on  that  day;  that  they  asked  him 
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if  he  would  object  to  an  examination  being  made  to  prove 
up  the  statement,  and  that  he  told  them  that  he  would 
not  object,  provided,  if  the  statement  was  correct  they 
would  give  him  any  assistance  that  might  be  needed. 
He  said  they  replied  "all  right,"  and  that  he  then  went 
home,  returning  to  the  Trust  Company  about  half-past  six 
or  before  seven  o'clock  the  next  morning;  that  the  com- 
mittee appointed  by  Messrs.  Perkins  and  Davison  came  in 
about  seven  o'clock  and  stayed  until  between  twelve  and 
one  o'clock;  that  the  run  began  at  the  opening  of  the 
Trust  Company  at  ten  o'clock ;  that  the  amount  drawn  out 
during  that  day  was  |13,500,000.  He  said  that  Mr.  Mor- 
gan gave  him  a  million  dollars  about  noon;  that  later  in 
the  day  Mr.  Woodward  of  the  Hanover  Bank  let  him 
have  another  million  and  a  half,  and  that  on  the  same 
day  the  bankers  agreed  to  loan  him  ten  million  dollars  as 
he  needed  it  and  a  few  days  later  fifteen  million,  and 
that  with  this  assistance  his  company  weathered  the  panic 
(K.,  Ill,  1235-51). 

On  cross-examination  Mr.  Thorne  stated  that  two  of 
the  directors  of  the  Knickerbocker  Trust  Company  were 
also  directors  in  his  company  (R.,  Ill,  1252-3)  ;  that  Mr. 
Perkins  was  very  active  in  getting  his  company  assist- 
ance; that  the  large  loans  he  obtained  were  due  to  an 
arrangement  made  by  Mr.  Morgan,  and  that  in  fact  after 
the  run  on  his  company  began  both  Mr.  Perkins  and  Mr. 
Morgan  did  everything  they  could  to  help  him  (R.,  Ill, 
1259-61). 

On  being  examined  with  respect  to  the  circumstances 
attending  the  sale  of  the  Tennessee  stock,  Mr.  Thorne 
said  that  the  Trust  Company  of  America  did  not  at  the 
time  of  the  panic  own  in  its  own  right  any  of  this  stock, 
and  that  the  Trust  Company's  total  of  loans  on  which 
this  stock  was  pledged  was  only  $472,000.  or  $482,000. 
He  said  that  these  loans  did  not  in  any  way  embarrass 
the  Trust  Company;  that  he  had  in  his  own  right  5,500 
shares  of  Tennessee  stock;  that  he  first  heard  of  the  nego- 
tiations for  the  sale  of  that  stock  on  Sunday  morning 
[November  3d],  from  Mr.  Lewis  Cass  Ledyard,  who  told 
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him  that  the  negotiations  were  on  and  he  hoped  they 
would  go  through  (R.,  Ill,  1238-40) .  He  said  that  his  Ten- 
nessee stock  was  all  paid  for  and  that  he  sold  it  because 
he  chose  to  sell  it  and  because  the  syndicate  managers 
sold  theirs,  and  that  the  sale  of  his  stock  had  nothing 
whatsoever  to  do  with  the  help  received  by  the  Trust 
Company;  that  he  did  not  make  the  sale  of  his  stock  in 
order  to  get  that  help  and  was  not  influenced  at  all  in 
making  the  sale  by  the  hope  or  with  the  desire  to  get 
relief  for  the  Trust  Company;  that  he  never  associated 
the  two  at  all  and  that  no  pressure  whatever  was  brought 
to  bear  upon  him  to  sell  his  stock  (R.,  Ill,  1261-2). 

Mr.  Topping  said  that  just  preceding  the  sale  of  the 
Tennessee  stock  to  the  Steel  Corporation  he,  at  the  re- 
quest of  Mr.  Schley,  explained  to  Mr.  Ledyard  the  char- 
acter of  the  Tennessee  property,  its  situation,  capacity 
and  value  in  a  general  way ;  that  he  spoke  of  its  location 
and  its  advantages  as  well  as  its  disadvantages,  his  pur- 
pose being  to  give  Mr.  Ledyard  a  general  idea  of  the 
property  so  that  he  could  form  his  own  opinion  as  to  its 
value  (E.,  II,  670-1). 

On  cross-examination  Mr.  Topping  said  that  he  saw 
Mr.  Ledyard  twice;  that  the  first  time  he  did  not  know 
that  Mr.  Schley  was  desirous  of  selling  out;  that  he 
assumed  the  purpose  was  to  interest  Mr.  Ledyard  in  an- 
other way;  that  his  second  interview  with  Mr.  Ledyard 
was  at  Mr.  Schley's  downtown  office  and  he  then  under- 
stood that  Mr.  Schley's  object  was  to  effect  a  sale  of  his 
stock,  but  that  he  did  not  know  whom  Mr.  Ledyard  was 
acting  for  or  who  the  proposed  purchaser  was;  that  he 
had  not  yet  heard  the  Steel  Corporation  mentioned  in 
that  connection  (R.,  II,  691-93). 

Mr.  Topping  said  that  the  first  meeting  of  the  syn- 
dicate and  the  executive  committee  of  the  Tennessee  Com- 
pany in  connection  with  the  proposed  sale  was  held  at 
Mr.  Schley's  office  on  either  Friday  or  Saturday  after- 
noon [November  1st  or  2d] ;  that  Mr.  Oglebay,  Mr.  Hanna, 
Mr.  Schley,  Mr.  Gates  and  himself  were  present;  that  this 
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was  the  first  intimation  he  had  heard  of  Mr.  Schley's  in- 
tention to  sell;  that  at  this  meeting  they  all  resolved  to 
sell  at  a  certain  price,  "only  with  the  understanding,  how- 
ever, that  the  minority  stockholders  were  taken  care  of  at 
the  same  price  we  were  paid."  He  said  that  Mr.  Hanna 
was  not  at  first  in  favor  of  selling,  but  that  "later  we 
were  all  in  favor  of  it,  for  reasons  then  existing."  On  be- 
ing asked  what  these  reasons  were,  he  said :  "General  con- 
ditions at  the  time,  that  it  was  the  best  thing  to  do  under 
all  the  circumstances."  On  being  asked  whether  he  un- 
derstood that  there  was  any  pressure  brought  by  the 
Steel  Corporation  to  make  the  sale,  he  answered :  "I  did 
not  so  understand."  He  was  then  asked  whether  he  un- 
derstood from  Mr.  Schley  or  from  any  of  his  associates 
that  there  was  any  pressure  brought  to  bear  by  Mr. 
Morgan,  Mr.  Ledyard,  Mr.  Frick,  Judge  Gary  or  the 
Steel  Corporation  to  bring  about  the  sale  and  he  answer- 
ed: "I  did  not"  (E.,  II,  690-9). 

Mr.  Corey  said  that  he  was  present  at  the  meetings 
of  the  finance  committee  of  the  Steel  Corporation  when 
the  purchase  of  the  Tennessee  Company  was  authorized; 
that  the  principal  meeting  which  he  attended  was  at  Mr. 
Morgan's  library ;  that  practically  all  the  members  of  the 
finance  committee  of  the  Steel  Corporations  were  there, 
as  were  also  Mr.  Ledyard  and  Mr.  Schley.  He  said  that 
representations  were  made  at  that  meeting  that  unless 
the  Tennessee  Company  stock  held  by  Moore  &  Schley 
was  taken  up,  Moore  &  Schley  would  fail  and  would  pull 
down  several  banks  and  trust  companies  and  cause  a 
general  panic.  He  said  that  at  that  time  he  entertained 
the  same  view  he  had  expressed  earlier  in  his  testimony 
as  to  the  real  value  of  the  Tennessee  Company  and  that 
he  did  not  favor  its  purchase,  but  that  he  finally  con- 
curred simply  because  of  the  financial  situation  and  the 
benefit  it  was  thought  would  result  from  the  purchase 
(R.,  VIII,  3052-4). 

Mr.  Gayley  said  that  at  the  time  the  negotiations 
were  pending  for  the  purchase  of  the  Tennessee  Com- 
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pany  Judge  Gary  asked  him  what  he  felt  could  be  relied 
on  as  to  the  raw  material  reserves  of  the  Tennessee  Com- 
pany ;  and  that  he  told  the  Judge  what  he  had  previously 
learned  from  the  Perin  report  (R.,  IX,  3581-2).  On  be- 
ing asked  by  Judge  Dickinson  whether  he  made  the  state- 
ment knowing  that  the  Judge  had  under  consideration 
the  purchase  of  the  stock  of  the  Tennessee  Company,  he 
answered : 

"He  told  me,  at  that  conference,  that  it  might 
be  found  necessary,  on  account  of  the  financial 
situation,  to  take  over  the  Tennessee  Coal  &  Iron 
Company,  which  he  deplored"  (R.,  IX,  3618). 

Mr.  Ledyard  said  that  his  attention  was  first  called 
to  the  financial  situation  of  Moore  &  Schley  by  Colonel 
Oliver  H.  Payne  during  the  week  commencing  October 
21st,  1907;  that  Mr.  Payne  was  a  client  of  his  and  told 
him  that  he  (Payne)  was  a  large  creditor  of  Moore  & 
Schley  and  was  very  much  concerned  about  their  condi- 
tion; that  Mr.  Payne  stated  that  Moore  &  Schley  were 
very  much  extended  in  loans  and  had  a  great  quantity  of 
Tennessee  Coal  &  Iron  stock,  which  was  regarded  as 
pooled  and  therefore  had  become  unavailable  for  col- 
lateral and  was  viewed  by  lenders  with  suspicion;  that 
the  only  way  he  could  see  in  which  Moore  &  Schley  could 
be  relieved  would  be  by  a  sale  of  the  Tennessee  Company 
to  the  Steel  Corporation,  and  that  he  had  suggested  to 
Mr.  Schley  that  he  should  see  him  (Ledyard)  about  it. 
He  said  that  soon  after  this  interview  he  received  a 
telephone  message  from  Mr.  Schley  late  at  night  asking 
him  to  come  to  his  (Schley's)  uptown  office;  that  this 
was  Friday  night,  November  1st,  and  that  he  went  at 
once  and  remained  several  hours  with  Mr.  Schley,  per- 
haps until  one  o'clock;  that  there  were  present  besides 
Mr.  Schley  his  partner,  Mr.  Watson  B.  Dickerman,  and 
his  bookkeeper,  Mr.  Tierney.  He  said  he  was  told  that 
Messrs.  Moore  &  Schley  owed  very  large  amounts  of 
money  for  loans  which  had  been  made  to  them  upon  col- 
lateral, the  amount  being,  he  thought,  $33,000,000.   or 
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135,000,000.;  that  these  loans  were  placed  in  various 
cities,  some  in  New  York,  some  in  Chicago,  some  in 
Boston  and  some  in  Philadelphia;  that  they  were  about 
at  the  end  of  their  rope  in  available  resources;  that  they 
had  a  large  amount  of  Tennessee  Coal  stock  which  was 
looked  at  askance  by  lenders,  and  they  also  had  a  number 
of  other  securities  in  their  loans  which  were  not  first- 
class  standard  securities.  He  said  that  Mr.  Schley  spoke 
about  Colonel  Payne's  suggestion  that  he  should  ask 
him  (Ledyard)  to  see  Mr.  Morgan  to  ascertain  whether 
the  Steel  Corporation  would  buy  the  Tennessee  Com- 
pany. He  said  he  went  over  with  them  the  condition  of 
the  house  with  reference  to  their  loans  to  see  what  their 
necessities  were  and  what  could  be  done  in  the  event  that 
a  sale  of  the  Tennessee  Company  could  be  effected;  that 
Mr.  Tierney  told  him  that  in  his  judgment  they  would  be 
able  to  so  arrange  their  loans  that  they  would  have  suffi- 
cient margin  in  their  box  to  meet  emergencies  if  such  a 
sale  could  be  effected.  He  said  he  asked  them  at  what 
price  it  would  be  necessary  to  make  the  sale  in  order  to 
bring  about  a  result  that  would  render  them  fairly  safe, 
and  was  told  that  nothing  less  than  par  for  the  Ten- 
nessee stock  would  effect  their  purpose  or  bring  about 
that  situation.  He  said  that  no  reason  was  given  at 
the  interview  for  the  suggestion  that  the  Steel  Corpora- 
tion might  purchase  the  Tennessee  stock,  but  that  Colonel 
Payne,  when  he  first  spoke  to  him,  had  said  that  the  pur- 
chase would  be  a  natural  acquisition  for  the  Steel  Cor- 
poration to  make  as  an  extension  of  its  business,  and 
that  for  that  reason  he  thought  they  might  entertain  it 
favorably.  He  said  that  he  saw  Mr.  Morgan  early  the 
next  morning  and  told  him  exactly  what  Colonel  Payne 
and  Mr.  Schley  had  said  to  him;  that  he  told  Mr.  Mor- 
gan the  situation  of  Moore  &  Schley,  the  amount  of 
their  loans  and  the  character  of  their  collateral,  and 
that  they  told  him  they  felt  they  had  gotten  to  the  end 
of  things  and  must  have  relief  or  fail ;  that  Mr.  Morgan 
expressed  himself  as  greatly  concerned,  saying  that  the 
failure  of  such  a  house  as  Moore  &  Schley  would  bring 
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about  results  that  would  then  disturb  the  condition  of 
things  in  such  a  way  that  nobody  could  forecast,  that 
it  was  one  of  the  most  serious  things  that  had  come  to 
his  knowledge,  and  that  he  would  at  once  send  for  Judge 
Gary  and  Mr.  Frick  (K.,  XV,  6064-8). 

Mr.  Ledyard  said  that  at  this  time  the  country  had 
fallen  into  the  throes  of  a  veritable  panic;  that  a  large 
number  of  financial  institutions  were  in  difficulty;  that 
some  had  failed;  that  the  Knickerbocker  Trust  Company 
had  suspended  payment;  that  the  Union  Trust  Company 
of  Providence  had  closed  its  doors;  that  the  Pittsburgh 
Stock  Exchange  had  been  closed,  and  that  a  very  serious 
and  aggravated  run  was  in  progress  on  the  Trust  Com- 
pany of  America;  that  one  or  two  banks  in  Pittsburgh 
had  failed;  that  the  New  York  Clearing  House  had  re- 
sorted to  the  expedient  of  issuing  clearing  house  certifi- 
cates; that  credit  had  been  suspended  and  that  it  was 
practically  impossible  to  borrow  money  anywhere;  that 
money  rates  on  the  Stock  Exchange  of  New  York  were 
quoted  at  from  75  to  100  per  cent.,  and  that  the  time  was 
one  of  very  extreme  and  almost  unprecedented  financial 
distrust  (R,  XV,  6069). 

Mr.  Ledyard  said  that  Judge  Gary  and  Mr.  Frick  re- 
sponded to  Mr.  Morgan's  call  and  the  situation  of  Moore 
&  Schley  was  explained  to  them;  that  Judge  Gary  ex- 
pressed himself  as  very  averse  to  making  the  purchase; 
that  he  (Ledyard)  said  to  them  that,  as  he  understood 
the  situation,  nothing  less  than  par  for  the  Tennessee 
stock  would  be  sufficient  to  pull  Moore  &  Schley  out  of 
their  difficulty  and  give  them  a  fair  chance  of  safety; 
that  Judge  Gary  said  that  he  did  not  think  the  stock  was 
worth  that  or  anything  like  it;  that  he  did  not  think  it 
was  worth  over  60  or  65;  that  he  (Ledyard)  replied  that 
he  did  not  think  it  was  a  question  of  what  the  stock  was 
worth,  but  a  question  of  how  much  it  was  necessary  to  pay 
if  they  wanted  to  save  Moore  &  Schley  and  avoid  the  very 
serious  results  that  would  accompany  or  follow  upon  their 
failure;  that  Judge  Gary  was  quite  persistent  in  his  ex- 
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pressions  of  the  value  of  the  stock  not  exceeding  60  or  65, 
and  that  he  remembers  saying  to  him: 

"Well,  Judge  Gary,  if  you  will  wait,  I  do  not 
doubt  you  can  buy  it  at  twenty-five  cents  on  the 
dollar,  but  I  do  not  believe  when  that  time  comes, 
if  this  situation  is  not  saved,  that  the  Steel  Com- 
pany will  be  buying  anything  at  any  price"  (E., 
XV,  6070-1). 

Mr.  Ledyard  said  that  Mr.  Morgan  did  not  express 
any  opinion  with  regard  to  the  proposition  or  state 
whether  he  would  recommend  it;  that  he  said  all  he  could 
do  would  be  to  lay  it  before  Messrs.  Frick  and  Gary,  who 
knew  about  the  business;  that  on  the  next  day,  which 
was  Sunday,  he  saw  Mr.  Morgan  again ;  that  Mr.  Morgan 
said: 

"I  have  done  what  I  can.  I  never  have  been 
more  concerned  over  a  situation  than  I  am  over 
this.  I  think  this  is  the  most  serious  thing  we 
have  had  to  meet  in  this  panic  yet.  I  cannot  urge 
upon  the  Steel  Company  to  take  this  property.  I 
have  done  what  I  can.  I  have  put  it  before  them. 
*  *  *  I  do  not  think  I  have  a  right  to  urge 
them  or  to  force  it  upon  them,  or  attempt  to  do 
so.  That  is  my  position.  They  must  deal  with  it 
as  they  see  fit.    I  have  gone  as  far  as  I  can." 

Mr.  Ledyard  said  that  the  only  reason  given  by  him 
or  by  Mr.  Morgan  to  Judge  Gary  and  Mr.  Frick  for  enter- 
taining the  proposition  was  to  save  Moore  &  Schley ;  that 
he  went  there  professedly  in  the  interest  of  Colonel 
Payne,  who  was  a  very  large  creditor  of  Moore  &  Schley, 
to  save  that  house ;  that  he  simply  and  frankly  told  Judge 
Gary  and  Mr.  Frick  what  his  interest  in  the  matter  was 
and  that  the  suggestion  had  originally  come  from  Colonel 
Payne  to  Mr.  Schley,  and  that  Mr.  Schley  had  finally  sent 
for  him  and  asked  him  to  go  to  Mr.  Morgan  (R.,  XV, 
6071-2).  He  said  he  remained  at  Mr.  Morgan's  library 
throughout  all  Sunday  and  until  five  o'clock  Monday 
morning ;  that  many  of  the  leading  bankers  in  New  York 
were  there  off  and  on  during  that  Sunday ;  that  the  board 
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of  directors  of  the  Trust  Company  of  America  was  in  one 
room  and  the  board  of  directors  of  the  Lincoln  Trust 
Company  in  another;  that  the  leading  bankers  in  New- 
York  were  there  and  many  trust  company  presidents,  and 
that  there  were  all  sorts  of  people  to  be  helped  and  all 
sorts  of  directions  in  which  aid  had  to  be  extended ;  that 
Judge  Gary  told  him  during  that  Sunday  that  the  Steel 
Corporation  could  not  furnish  cash,  but  could  give  sink- 
ing fund  bonds  at  a  price  equivalent  to  cash ;  that  he  went 
back  to  Mr.  Schley  and  Mr.  Schley  said  he  thought  that 
would  do,  that  that  would  pull  him  out ;  that  during  that 
day  Judge  Gary  came  to  him  and  made  a  suggestion  that 
instead  of  buying  Tennessee  stock  the  Steel  Corporation 
would  make  a  loan  to  Moore  &  Schley  of  five  or  six  mil- 
lion dollars;  that  he  told  Judge  Gary  he  did  not  think 
that  would  do,  but  would  ask  Mr.  Schley  what  he  thought 
about  it;  that  he  saw  Mr.  Schley  and  Mr.  Schley  said  it 
would  not  do  at  all;  that  a  loan  of  five  or  six  million 
dollars  would  not  at  all  put  them  in  a  situation  where 
they  could  weather  the  panic,  and  that  he  so  reported  to 
Judge  Gary  (E.,  XV,  6073-5). 

Mr.  Ledyard  said  that  Sunday  night  was  a  time  of 
enormous  stress ;  that  a  multiplicity  of  things  were  going 
on  at  the  same  time ;  that  there  were  a  great  many  people 
to  see  about  a  great  many  things;  that  Mr.  Frick  came 
to  him  during  the  night  and  took  him  aside  and  said : 

"Now,  Mr.  Ledyard,  if  we  do  this  thing  it  is 
for  the  purpose  of  saving  the  financial  situation. 
That  is  what  we  are  doing  it  for,  if  we  do  it.  *  *  * 
here  are  these  trust  companies  in  trouble  and 
if  they  fail  a  failure  would  bring  about  the  same 
results  as  the  failure  of  Moore  &  Schley  would, 
and  I  think  we  ought  to  make  our  aid  to  Moore 
&  Schley  *  *  *  conditional  upon  the  safety  of 
these  trust  companies  being  first  secured." 

He  said  he  replied: 

"Mr.  Frick,  you  are  asking  an  impossible  thing, 
that  is  not  to  be  thought  of  for  a  moment.  There 
are  lots  of  people  needing  help  here,  and  we  have 
got  to  take  them  up  one  by  one.    We  have  got  all 
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the  trust  company  presidents  here  to-night  in  the 
trust  company  situation,  doing  what  we  can  about 
it.  How  that  will  work  out  I  do  not  know,  but 
you  have  got  to  take  them  up  absolutely  one  by 
one  and  dispose  of  them.  You  cannot  make  one  of 
these  things  conditional  upon  another." 

Mr.  Ledyard  said  that  on  one  occasion  after  Judge  Gary 
had  been  quite  emphatic  about  the  Tennessee  stock  not 
being  worth  par,  and  he  and  Mr.  Frick  had  gone  off  into 
another  room,  Mr.  Prick  returned  to  him  alone  and  said : 

"Now,  Mr.  Ledyard,  I  know  you  very  well,  and 
I  have  confidence  in  you;  I  do  not  know  whether 
this  thing  will  be  done  or  not,  but  is  it  your  own 
judgment  that  nothing  less  than  par  will  pull  these 
people  out  and  make  them  safe?" 

He  said  he  replied : 

"Mr.  Frick,  I  do  not  think  anything  less  will. 
Of  course  I  have  not  been  through  their  books,  but 
I  have  tried  to  get  at  their  condition,  and  my  own 
judgment  is  that  nothing  less  than  par  for  the 
stock  would  make  it  worth  while  doing  it." 

He  said  that  Mr.  Frick  replied :  "Very  good,  that  is  the 
end  of  the  question  of  price  with  me."  Mr.  Ledyard  said 
that  in  connection  with  Mr.  Frick's  suggestion  about 
making  the  saving  of  the  trust  companies  a  condition  of 
the  acquisition  of  the  Tennessee  Company,  he  told  him 
that  if  the  sale  of  the  Tennessee  Company  were  made, 
Moore  &  Schley,  as  Mr.  Schley  and  Mr.  Tierney  had  told 
him  (Ledyard)  could  so  manipulate  and  change  and 
shift  their  loans  that  it  would  leave  them  with  their 
loans  margined  at  about  15  or  20  per  cent.  And  that  as 
a  last  thing  to  show  Mr.  Frick  that  it  would  be  successful, 
he  said  to  him  that  he  could  get  three  gentlemen  to  ar- 
range to  put  at  Mr.  Morgan's  disposition,  not  Messrs. 
Moore  &  Schley's,  a  fund  of  one  million  dollars  each  to 
be  held  by  Mr.  Morgan  and  used  in  his  discretion  to  pro- 
tect Moore  &  Schley  and  their  loans.  He  said  that  as  a 
matter  of  fact  this  was  done  and  that  three  millions  of 
securities  were  put  up  with  Mr.  Morgan  to  guarantee  the 

result  (R.,  XV,  6075-8). 
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Mr.  Ledyard  said  that  the  sale  was  carried  out 
through  the  firm  of  J.  P.  Morgan  &  Co.  who  issued  nego- 
tiable receipts  upon  deposits  of  the  Tennessee  stock ;  that 
the  detail  was  very  great  and  involved  an  enormous 
amount  of  work  on  the  part  of  J.  P.  Morgan  &  Co.,  for 
which  they  neither  received  nor  asked  any  compensation 
or  commission  whatever,  and  that  in  fact  nobody  con- 
nected with  the  matter  received  any  compensation  or  com- 
mission for  anything  he  did,  except  that  after  it  was  over 
Mr.  Schley  wrote  him  a  letter  thanking  him  very  much 
for  what  he  had  done  to  save  him  and  begged  him  to 
accept  an  honorarium  which  he  enclosed,  the  amount  of 
which  Mr.  Ledyard  did  not  state  (E.,  XV,  6082-3). 

Mr.  Ledyard  said  that  so  far  as  came  to  his  knowledge, 
either  through  Mr.  Schley  or  otherwise,  nothing  was  done 
during  the  period  covered  by  his  testimony  either  by  J. 
P.  Morgan  &  Co.  or  the  Steel  Corporation  to  increase  the 
difficulties  of  Moore  &  Schley ;  that  not  for  a  moment  did 
Mr.  Schley  claim  anything  of  the  kind ;  that  no  other  way 
of  relieving  Moore  &  Schley  was  suggested  by  Mr.  Schley 
or  anybody  else,  but  on  the  contrary,  Mr.  Schley  said 
that  he  did  not  see  that  anything  else  but  this  solution 
of  the  difficulty  would  save  him;  that  Mr.  Schley  said 
this  to  him  on  the  very  night  he  first  saw  him,  on  No- 
vember 1,  and  that  his  attitude  in  that  respect  never 
changed;  that  throughout,  at  all  the  interviews  at  which 
he  saw  Mr.  Schley,  except  the  one  on  the  evening  of 
November  1st,  Mr.  Schley  had  Mr.  Thacher  as  his  coun- 
sel representing  him,  acting  for  him  and  fully  in  touch 
with  the  situation,  and  that  throughout  the  whole  period 
neither  Mr.  Schley  nor  Mr.  Thacher  took  any  position 
with  regard  to  the  proposed  sale  of  the  Tennessee  stock 
except  to  urge  it  along.  Mr.  Ledyard's  attention  was 
then  called  to  the  paragraph  in  the  Government's  Peti- 
tion in  which  it  is  alleged  that  it  was  represented  to  Mr. 
Schley  that  in  no  other  way  could  relief  be  brought  to 
him  except  by  the  sale  of  the  Tennessee  Company.  He 
said  that  the  reverse  of  this  is  the  truth ;  that  the  repre- 
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sentation  was  made  by  Mr.  Schley,  not  to  him  (E.,  XV, 
6085-8). 

Judge  Gary's  testimony  is  to  the  same  general  effect 
as  that  of  Mr.  Ledyard.  He  said  that  the  Tennessee  situa- 
tion was  brought  to  his  attention  in  the  midst  of  the 
panic  of  1907  by  Mr.  Morgan ;  that  Mr.  Morgan  said  that 
it  was  represented  to  him  that  the  control  of  a  majority  of 
the  Tennessee  stock  was  in  the  hands  of  Moore  &  Schley ; 
that  a  large  amount  of  these  securities  were  pledged  at 
some  bank  or  banks;  that  the  loans  were  being  called  or 
at  least  it  was  insisted  that  something  must  be  done  to 
relieve  the  loans;  that  financial  conditions  in  New  York 
and  elsewhere  were  such  that  at  the  time  it  was  very  diffi- 
cult to  relieve  the  situation;  that  conditions  were  grow- 
ing worse;  that  additional  complications  might  be  pre- 
cipitated at  any  time  that  would  make  the  panic  develop 
into  a  crisis,  and  he  believed  that  the  purchase  of  the 
Tennessee  securities  by  the  Steel  Corporation  was  ad- 
visable ;  that  there  was  great  danger  of  a  disaster  and  he 
would  not  undertake  to  say  what  might  happen,  and 
that  he  believed  that  the  only  possible  way  of  relieving 
the  situation  and  preventing  the  spread  of  the  panic  into 
a  complete  disaster  was  the  purchase  of  these  securities 
by  the  Steel  Corporation;  that  Mr.  Morgan  said  he  did 
not  know  whether  the  Steel  Corporation  could  make  the 
purchase  or  not — whether  they  would  think  it  advisable 
or  not,  but  that  he  certainly  would  like  to  have  them  give 
the  matter  very  careful  consideration  to  see  if  it  was  a 
practicable  proposition,  and  would  like  him  to  take  the 
matter  up  with  Mr.  Ledyard,  who  represented,  as  he  un- 
derstood, the  sellers  of  the  securities.  He  said  that  Mr. 
Ledyard  was  there  and  Mr.  Schley  was  there  also  and 
that  he  talked  with  both  of  them  after  his  conversation 
with  Mr.  Morgan,  although  his  talk  was  mostly  with  Mr. 
Ledyard;  that  Mr.  Ledyard's  proposal  was  to  sell  a  ma- 
jority of  the  stock  of  the  Tennessee  Company  to  the  Steel 
Corporation ;  that  the  first  thing  he  did  after  his  talk  with 
Mr.  Ledyard  was  to  telephone  to  Mr.  Frick;  that  Mr. 
Frick  came  to  the  library;  that  it  was,  he  thought,  Sat- 
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urday  morning;  that  Mr.  Morgan  repeated  to  Mr.  Frick 
what  he  had  said  to  him  (Gary)  ;  that  Mr.  Frick  was 
opposed  to  the  purchase  as  he  (Gary)  was,  and  said  that 
he  did  not  think  that  the  stock  was  very  valuable,  not 
above  the  price  which  he  (Gary)  had  stated,  which  he 
thought  was  fifty;  that  Mr.  Frick  suggested  that  they 
offer  to  loan  the  firm  of  Moore  &  Schley  |5,000,000.  on 
security  to  be  agreed  upon;  that  he  thereupon  got  the 
finance  committee  together  and  Mr.  Frick  suggested  to  it 
the  making  of  a  loan  of  five  million  dollars  to  Moore  & 
Schley,  and  that  although  no  official  action  was  taken,  it 
was  the  consensus  of  opinion  of  the  finance  committee 
that  the  loan  should  be  made.  He  said  that  he  then  re- 
ported the  matter  to  Mr.  Ledyard  and  that  Mr.  Ledyard, 
after  seeing  Mr.  Schley,  stated  that  such  a  loan  would  not 
answer  to  relieve  the  situation  or  save  Moore  &  Schley; 
that  Mr.  Ledyard  was  very  emphatic  in  saying  that  there 
was  no  possible  way  of  affording  relief  to  Moore  &  Schley 
except  by  the  purchase  of  the  Tennessee  stock  which 
Moore  &  Schley  had  (R.,  XII,  4846-53). 

Judge  Gary  said  that  during  Sunday  evening  an 
agreement  was  reached  as  to  the  purchase  of  the  stock, 
save  that  he  told  Mr.  Ledyard  that  all  negotiations  must 
remain  unclosed  until  after  they  had  conferred  with  the 
President  of  the  United  States;  that  he  was  not  willing 
to  make  the  purchase  without  knowing  what  would  be 
the  attitude  of  the  administration  in  case  they  bought 
the  property  (R.,  4854-5). 

Proof  as  to  the  Allegation  that  Messrs.  Frick  and  Gary 
Deceived  Mr.  Roosevelt. 

One  specification  under  this  head  is  that  Messrs. 
Frick  and  Gary  represented  to  the  President  that  among 
the  assets  of  Moore  &  Schley  was  a  majority  of  the  se- 
curities of  the  Tennessee  Company,  and  that  this  state- 
ment was  untrue.  The  statement  will  be  found  in  the 
letter  dictated  by  the  President  to  the  Attorney  General 
in  the  presence  of  Messrs.  Frick  and  Gary  (Government 
Exhibit,  339,  G.  E.,  VII,  2125). 
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called  only  John  F.  Tierney,  the  former  bookkeeper  of 
Moore  &  Schley.  Mr.  Tierney  produced  a  statement  show- 
ing the  Tennessee  stock  in  the  possession  of  Moore  & 
Schley  November  1,  1907  (Government  Exhibit,  131, 
G.  E.,  I,  316) .  This  statement  shows  that  Moore  &  Schley 
had  at  that  time  157,777  shares  out  of  a  total  of  305,950 
shares,  or  considerably  more  than  a  majority  of  the  stock 
(Gary  E.,  XIV,  5391-2).  Mr.  Tierney  said,  however, 
that  10,000  of  these  shares  were  owned  by  other  people 
and  were  not  subject  to  use  by  Moore  &  Schley  (R.,  IV, 
1563). 

For  the  defense  Thomas  W.  Joyce,  security  clerk  for 
J.  P.  Morgan  &  Co.,  Mr.  Ledyard  and  Judge  Gary  were 
examined. 

Mr.  Joyce  stated  that  by  direction  of  Mr.  Morgan 
he  made  an  examination  of  the  books  of  Moore  &  Schley 
on  Sunday,  November  3rd ;  that  this  examination  showed 
that  Moore  &  Schley  had  157,700  shares  of  Tennessee 
stock,  as  represented  by  their  books  (R.,  XII,  4671-3)  ; 
that  36,000  of  this  was  "free"  or  unpledged  (R.,  XII, 
4678,  4698)  ;  that  he  was  assisted  in  making  the  exam- 
ination by  Mr.  Chilton,  a  member  of  the  firm  of  Moore 
&  Schley,  and  by  Mr.  Tierney  (R.,  XII,  4671,  4675) ;  that 
in  their  presence  and  with  their  knowledge  (R.,  XII, 
4704)  he  made  a  calculation  which  showed  that  if  Moore 
&  Schley  sold  the  whole  157,700  shares  and  paid  the  debts 
for  which  the  larger  part  of  it  was  pledged,  they  would 
have  left  $6,700,000.  in  steel  bonds  at  par,  or  in  steel 
bonds  at  84,  $5,644,800 ;  that  he  made  up  a  memorandum 
showing  the  amount  of  stock  called  for  by  the  books  as 
above  and  the  amount  that  would  be  realized  by  a  sale 
of  such  stock;  that  he  gave  a  copy  of  this  to  Mr.  Morgan 
between  five  and  six  o'clock  on  the  same  evening,  and 
later  in  the  evening  showed  another  copy  to  Mr.  Schley, 
who  said:  "Those  figures  in  your  memorandum  agree 
with  mine"  (R.,  XII,  4671-4705) ;  that,  according  to  his 
recollection,  Messrs.  Chilton  and  Tierney  knew  what  he 
had  prepared  and  what  he  was  going-  to  show  Mr.  Mor- 
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tummg  icrTiis^recunecngn,  tng~567J00~s¥ares^  of  "free" 
stock  appeared  on  the  books  of  Moore  &  Schley  as  sub- 
ject to  their  disposition  (R.,  XII,  4700). 

The  original  memorandum  made  by  Mr.  Joyce  was 
produced  and  offered  in  evidence  as  Defendant's  Exhibit 
53  (D.  E.,  II,  215;  R.,  XII,  4698).  It  shows  157,700 
shares  of  stock  all  pledged  but  36,000  shares,  which 
are  denominated  "free"  stock.  It  also  shows  that  after 
paying  off  all  the  loans  for  which  the  stock  was  pledged 
Moore  &  Schley  would  have  left  in  Steel  bonds  at  84, 
$5,644,800. 

Mr.  Ledyard  testified  that  although  the  amount  of 
stock  owned  and  controlled  by  Moore  &  Schley  was  not 
specifically  mentioned  to  him  at  the  time  of  the  negotia- 
tions, he  understood  that  it  was  a  majority  and  that  on 
account  of  an  inquiry  made  of  him  by  Mr.  Hanna  at  some 
stage  of  the  negotiations  he  spoke  to  Judge  Gary  and  as- 
certained that  it  was  understood  that  the  minority  stock- 
holders were  to  receive  the  same  terms  as  the  majority 
(R.,  XV,  6080).  He  said  that  on  Sunday  night  at  Mr. 
Morgan's  library  he  saw  Mr.  Joyce,  who  was  waiting  to 
see  Mr.  Morgan,  and  that  Mr.  Joyce  told  him  that  he  had 
been  down  at  Moore  &  Schley's  and  had  gone  over  their 
books  and  that  he  thought  his  examination  of  their  affairs 
would  verify  the  statement  of  Mr.  Schley  as  to  their 
situation  and  what  would  result  to  them  in  the  way 
of  help  if  the  sale  were  made  (R.,  XV,  6079). 

Judge  Gary  said  that  the  number  of  shares  of  Ten- 
nessee stock  offered  to  the  Steel  Corporation  was  about 
157  or  158  thousand — more  than  a  majority  anyway;  that 
these  shares  were  represented  to  be  in  the  office  of  Moore 
&  Schley,  among  their  assets,  or  in  the  banks  where  they 
had  pledged  them;  that  he  had  a  talk  with  Mr.  Schley, 
who  gave  the  amount  of  the  stock  and  stated  what  it  was 
and  where  it  was;  that  in  order  to  verify  Mr.  Schley's 
statement  as  to  the  amount  of  the  Tennessee  stock  among 
the  assets  of  his  firm  and  as  to  their  financial  situation 
he  asked  some  one  connected  with  J.  P.  Morgan  &  Co. 
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to  have  an  examination  made  and  that  they  sent  a  repre- 
sentative to  make  it  (B.,  XII,  4855-6).  He  said  that  be- 
fore he  and  Mr.  Frick  went  to  Washington  on  Sunday- 
night  they  received  a  report  of  the  examination  of  Moore 
&  Schley's  books ;  that  this  report  bore  out  the  statement 
that  Mr.  Schley  or  Mr.  Ledyard  had  previously  made  to 
him  with  regard  to  the  amount  of  stock  which  was  among 
the  assets  of  Moore  &  Schley  and  the  extent  to  which  that 
firm  would  be  relieved  by  the  carrying  out  of  the  trans- 
action (R,  XII,  4860-1). 

Another  specification  is  that  "the  President  was  not 
made  fully  acquainted  with  the  state  of  affairs  in  New 
York,  relevant  to  the  transaction  as  they  existed."  Mr. 
Koosevelt  was  the  Government's  only  witness  on  this 
point : 

"I  was  not  misled.  The  representatives  of  the 
Steel  Corporation  told  me  the  truth  as  to  what 
the  effect  of  the  action  at  that  time  would  be,  and 
any  statement  that  I  was  misled,  or  that  the  rep- 
resentatives of  the  Steel  Corporation  did  not  thus 
tell  me  the  truth  as  to  the  facts  of  the  case,  is  it- 
self not  in  accordance  with  the  truth"  (E.,  VIII, 
2914-5). 

He  further  said  that  already,  before  Judge  Gary  and 
Mr.  Frick  arrived,  he  had  heard  from  New  York  that 
certain  of  the  big  banks  were  urging  the  Steel  Corpora- 
tion to  acquire  the  Tennessee  properties  so  as  to  save 
certain  trust  companies  which  they  mentioned,  from  dis- 
aster; that  he  had  been  told  by  banker  after  banker  that 
the  Tennessee  securities  were  valueless,  as  securities  were 
counted  in  that  panic,  and  that  before  Mr.  Frick  or  Mr. 
Gary  had  said  anything  to  him,  they  (the  bankers)  were 
expressing  to  him  the  earnest  desire  that  the  threatened 
institutions  should  have  substituted  for  the  Tennessee 
securities,  securities  that  would  be  of  immediate  value  in 
stopping  the  panic  (K.,  VIII,  2904-5). 

A  third  specification  is  that  the  President  was  misled 
by  the  statement  that  but  little  benefit  would  come  to 
the  Steel  0°*°®^$$^ 
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How  much  benefit  has  come  to  the  Corporation  from 
the  purchase  is  shown  by  the  testimony  collated  on  pages 
127  to  147,  supra.  To  what  extent  the  President  was 
misled  by  the  statement  is  shown  by  his  examination 
conducted  by  the  Government,  as  follows: 

"Q.  At  that  time"  (November  4,  1907)  "did 
you  know  the  extent  of  the  holdings  of  the  Tennes- 
see Coal,  Iron  &  Kailroad  Company  in  iron  ore  and 
in  coal  deposits? 

A.  I  cannot  say  that  I  knew  the  exact  extent. 

Q.  Did  you  know  at  that  time  that  the  Ten- 
nessee Coal,  Iron  &  Railroad  Company  had  ap- 
proximately sixteen  blast  furnaces? 

A.  I  do  not  now  remember  the  number  of  blast 
furnaces,  but  I  had  taken  the  trouble  to  inform 
myself  of  its  holdings,  and  had  taken  care  to  in- 
form myself  roughly  of  the  extent  of  its  holdings. 

Q.  Eoughly? 

A.  Yes. 

Q.  What  was  the  result  of  that  information; 
what  knowledge  did  you  have? 

A.  The  knowledge  that  I  had  was  that  the  Steel 
Corporation  had  some  years  previously  possessed 
nearly  sixty  per  cent,  of  the  holdings  of  the  steel 
industry  in  the  country,  that  its  percentage  had 
shrunk  steadily;  that  the  addition  of  the  Tennes- 
see Coal  &  Iron  Company,  which  was  something  in 
the  nature  of  four  per  cent.,  somewhere  between 
two  and  four  per  cent.,  I  have  forgotten  the  exact 
amount,  somewhere  around  there,  did  not  bring 
up  the  percentage  of  holdings  of  the  Steel  Corpora- 
tion to  what  it  had  been  a  few  years  previously. 

Q.  Then  it  was  a  question  of  comparative  per- 
centages based  upon  the  then  output? 

A.  Based  upon  the  then  output. 

Q.  And  did  not  cover  information  in  regard  to 
the  extent  of  their  properties  and  the  potentiali- 
ties of  those  properties  if  developed? 

A.  Of  course  it  was  impossible  to  take  into 
account  the  potentialities  that  might  or  might  not 
be  developed. 

Q.  Did  you  have  any  information  then  as  to 
the  Tennessee  Coal  &  Iron  Company,  I  mean  as 
to  the  coal  capacity  and  the  output  of  the  mines  of 
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the  Tennessee  Coal,  Iron  &  Kailroad  Company,  or 
was  it  confined  merely  to  the  steel  product? 

A.  My  attention  was  certainly  confined  mainly 
to  the  steel. 

Q.  I  believe  your  letter  speaks 

A.  Excuse  me.  I  may  have  considered  the  coal, 
too,  but  my  attention  was  confined  mainly  to  the 
steel. 

Q.  I  think  your  letter  speaks  of  60  per  cent,  of 
the  steel,  if  I  recollect. 

A.  You  mean  my  letter  to  the  Attorney  General? 

Q.  Yes,  your  letter  of  November  4th.  This  let- 
ter says:  'They  further  informed  me  that  as  a 
matter  of  fact  the  policy  of  the  company  had  been 
to  decline  to  acquire  more  than  60  per  cent,  of  the 
steel  property,  and  that  this  purpose  has  been 
present  for  several  years  past  with  the  object  of 
preventing  these  accusations,  and  as  a  matter  of 
fact  their  proportion  of  steel  property  has  slightly 
decreased  so  that  it  is  below  the  60  per  cent,  and 
the  acquisition  of  the  property  in  question  will 
not  raise  it  above  60  per  cent.'  That  referred  to 
the  steel  output? 

A.  To  the  steel  output. 

Q.  At  that  time? 

A.  Yes.  I  believe  that  it  was  only  the  steel 
output  that  I  was  considering.  If  I  considered  the 
coal  it  was  entirely  a  secondary  matter. 

Q.  And  you  do  not  recall  now  that  you  knew 
at  that  time  that  they  had  an  annual  capacity  of 
5,700,000  tons  of  coal,  the  Tennessee  Company? 

A.  I  do  not  remember  about  the  coal. 

Q.  And  you  do  not  remember  the  number  of 
coking  plants  that  they  had  in  operation  at  that 
time? 

A.  I  do  not. 

Q.  Nor  the  quantity  of  iron  ore — I  am  distin- 
guishing now  between  iron  ore  and  the  finished 
steel  product — your  attention  was  not  directed  to 
the  extent  of  the  iron  ore  product  at  that  time, 

was  it? 

A.  I  should  think  it  was  directed  to  the  iron 
ore  products,  not  to  the  extent  of  the  iron  ore 
beds,  but  to  the  iron  ore  products. 

Q.  By  that  you  mean  output? 

A.  As  I  say,  my  attention  was  not — I  am  merely 
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mentioning  this  so  as  to  give  you  a  full  answer — 
the  extent  of  the  iron  ore  beds  was  not  a  matter 
that  I  considered  at  that  time,  but  I  believe  the 
output  of  iron  ore  was. 

Q.  Was  the  extent  of  their  property  in  iron  and 
coal  a  subject  matter  of  consideration  at  that  time 
with  you? 

A.  It  was  not  a  subject  matter  of  consideration. 
Judge,  I  believe  that  the  question  came  up,  I 
won't  say  that  the  question  came  up,  I  would  say 
that  it  was  mentioned  that  there  were  quantities 
of  iron  ore  beds  that  never  would  be  developed  at 
all,  if  some  organization  capable  of  developing 
them  did  not  get  hold  of  them. 

Q.  Did  you  know  at  that  time  that  the  Ten- 
nessee Coal,  Iron  &  Eailroad  Company  was  the 
largest  holder  of  commercial  iron  ore  in  the  United 
States  outside  of  the  Steel  Corporation? 

A.  No ;  I  had  heard  it  stated  that  it  was  a  large 
holder  of  such  ore,  and  wholly  incompetent  to 
develop  it  or  do  anything  with  it,  and  that  the  ore 
would  not  be  developed  and  nothing  would  hap- 
pen in  connection  with  it  if  some  company  capable 
of  developing  it  did  not  get  hold  of  it. 

Q.  From  whom  did  you  get  that  information? 

A.  I  cannot  tell  you  now.  It  was  a  matter  of 
general  statement  among  all  those  people  most 
competent  to  judge  at  that  time;  I  am  not  volun- 
teering this ;  you  asked  me  what  I  heard. 

Q.  You  did  not  know  then  at  that  time  that  the 
Tennessee  Coal,  Iron  &  Eailroad  Company  was 
paying  dividends,  did  you? 

A.  I  did  not  know  anything  about  it;  I  knew 
that  its  stock  was  regarded  as  so  very  poor  that 
the  banks  that  had  it  did  not  regard  themselves  as 
strengthened  by  having  it. 

Mr.  Lindabury:  You  don't  mean  by  that  ques- 
tion to  imply  that  it  was  paying  dividends  out  of 
earnings? 

Mr.  Dickinson :  They  had  no  right  to  pay 
dividends  any  other  way. 

A.  (Continuing)  My  knowledge  was  simply 
this,  that  it  was  a  matter  of  general  opinion  among 
experts  that  the  Tennessee  Coal  &  Iron  people  had 
a  property  which  was  almost  worthless  in  their 
hands,  nearly  worthless  to  them,  nearly  worthless 
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to  the  communities  in  which  it  was  situated,  and 
entirely  worthless  to  any  financial  institution  that 
had  the  securities  the  minute  that  any  panic  came, 
and  that  the  only  way  to  give  value  to  it  was  to 
put  it  in  the  hands  of  people  whose  possession  of 
it  would  be  a  guarantee  that  there  was  value  to  it. 

Q.  And  your  understanding  then  was  that  at 
that  time  it  was  in  the  hands  of  people  who  were 
financially  weak  and  who  were  not  able  to  develop 
it,  is  that  so? 

A.  My  understanding  was  that  the  people  had 
not  developed  it,  and  that  there  was  nothing  in  the 
way  the  business  had  been  carried  on,  or  was  then 
carried  on,  which  gave  any  promise  of  such  de- 
velopment, and  that  was  not  based  on  my  opinion. 
It  was  based  on  the  fact  that  the  banks  holding 
the  securities  which  ought  to  have  been  capable  of 
judging,  had  that  information. 

Q.  And  that  was  largely  the  basis  of  your  con- 
clusion, the  attitude  of  the  banks? 

A.  That  was  largely  the  basis  of  my  conclu- 
sion. 

Q.  The  attitude  of  the  banks? 

A.  The  attitude  of  the  banks  and  of  all  the 
experts  who  spoke  to  me  on  the  subject. 

Let  me  also  add  this :  That  was  in  panic  times 
when  the  men  were  giving  me  the  best  judgment 
that  they  knew  how  to  give,  because  the  wrecking 
of  business  conditions  throughout  the  country  or 
the  non-wrecking  of  them,  depended  upon  the 
accuracy  of  their  judgments,  and  it  was  a  matter 
of  life  and  death  to  them  to  give  good  judgment. 

Q.  Did  jon  know  that,  at  that  time,  the  Ten- 
nessee Coal,  Iron  &  Eailroad  Company  was  con- 
trolled by  men  who  were  strong  financially,  and 
who  were  developing  it  and  had  then  spent  or  were 
in  process  of  spending  eight  million  dollars  in  de- 
veloping it? 

A.  Judge  Dickinson,  I  have  told  you,  already, 
what  I  knew.  I  knew  that  the  judgment  of  those 
men  competent  to  express  judgment  was  that  those 
securities  were  comparatively  worthless;  so  worth- 
less that  the  banks  could  not  sustain  themselves 
against  attack  as  long  as  their  securities  only  rep- 
resented the  Tennessee  Coal  &  Iron  people  and 
could  sustain  themselves  against  attack  as  soon 
as  they  represented  a  stronger  financial  firm. 
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Q.  But  did  you  know  that  the  men  who  were 
then  in  control  were  spending  about  eight  million 
dollars  in  developing  this  property? 

A.  I  knew  nothing  about  what  they  were  spend- 
ing. 

Q.  Did  you  know  that  prior  to  this  interview, 
somewhat  prior  thereto,  but  within  a  year,  the 
United  States  Steel  Corporation  had  certain  ex- 
perts investigate  this  property  and  had  received 
reports  upon  it? 

A.  I  knew  nothing  of  it;  but  from  my  knowl- 
edge of  the  Steel  Corporation  I  should  have  taken 
it  for  granted  that  they  were  not  buying  a  pig  in 
a  poke. 

Q.  Did  you  know,  Col.  Roosevelt,  that  shortly 
prior  to  this  time  the  Tennessee  Coal,  Iron  &  Rail- 
road Company  had  placed  an  order  for  157,000 
tons  of  steel  open-hearth  rails  with  the  Harriman 
lines? 

A.  I  knew  nothing  of  such  details  at  all.  I 
have  given  you,  Judge,  all  that  I  can  remember. 

Q.  You  have  given  me  what  you  know;  and  I 
wanted  to  find  out  about  a  few  things  that  you 
did  not  know.  Did  you  know  that,  within  a  short 
period 

A.  (Interposing)  You  say  you  wanted  to  find 
out  the  things  I  did  not  know.  There  may  be  the 
implication  in  that  that  the  knowing  of  those 
things  would  have  altered  my  action.  Not  one 
thing  could  have  been  known  by  me  about  that 
company  that  would  have  altered  my  action.  None 
of  these  things  that  you  recite  had  the  effect  of 
a  snap  of  the  fingers  on  the  situation  as  I  have 
described  it. 

Q.  Did  you  know,  Colonel,  that  within  a  short 
period,  in  less  than  sixty  days'  time,  the  United 
States  Steel  Corporation  had  loaned  upon  the 
stock  of  the  Tennessee  Coal,  Iron  &  Railroad  Com- 
pany upwards  of  a  million  dollars? 

A.  You  mean  subsequently? 

Q.  No;  before  their  interview  with  you.  And 
that  it  had  been  done  under  contracts  by  which  if 
the  loan  was  not  paid  they  could  take  over  the 
stock? 

A.  As  far  as  I  know  I  did  not  know  it.  As  far 
as  I  can  recollect,  I  did  not, 
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Mr.  Lindabury:  If  you  wish  the  Colonel's 
judgment  on  a  situation,  you  should  give  it  all  to 
him,  not  a  part  of  it,  Judge  Dickinson. 

Mr.  Dickinson :  I  do  not  know  what  you  mean. 

Mr.  Lindabury:  If  you  wish  the  Colonel's 
judgment  with  regard  to  that  loan,  you  should 
give  all  the  circumstances,  not  some  of  them. 

The  Witness :  I  would  not  express  my  judg- 
ment on  it,  anyhow.  I  have  explained  what  it  was 
that  I  founded  my  judgment  upon.  I  have  ex- 
plained that  in  my  opinion  now  that  judgment  was 
correct,  that  I  acted  in  the  only  way  that  it  was 
proper  to  act  at  the  time;  and  if  all  those  facts 
had  been  known  to  me,  it  would  not  have  altered 
my  action  in  the  least ;  and  that  none  of  these  facts 
have  any  bearing  upon  the  situation  as  it  was  pre- 
sented to  me,  and  as  I  believe  now,  and  am  sure 
now,  it  existed.    I  cannot  put  it  any  stronger  than 

that"   (R.,  VIII,  2918-24). 
****** 

Q.  There  is  one  other  question  I  would  like  to 
ask  you,  Colonel.  Of  course,  in  your  conclusion, 
you  have  disposed  of  it,  but,  at  the  same  time, 
I  would  like  to  get  the  facts  on  the  record. 

Q.  Did  you  or  not  know,  at  the  time  of  that 
interview  with  Messrs.  Frick  and  Gary,  that  the 
Tennessee  Coal,  Iron  &  Railroad  Company  were 
in  process  of  constructing  machinery  and  plants 
for  the  making  of  steel  rails  which  had  a  capacity 
which  would  put  them  second  or  third  of  all  the 
producers  in  the  United  States  in  the  steel  rail 
industry? 

A.  Judge  Dickinson,  I  knew  that  for  some  time 
claims  had  been  made  as  to  what  the  Tennessee 
Coal,  Iron  &  Eailroad  Company  were  going  to  do, 
and  statements  had  been  made  that  they  never 
would  carry  out  what  they  were  going  to  do.  I 
had  no  personal  knowledge  as  to  which  set  of  as- 
sertions contained  most  likelihood  of  being  borne 
out  by  the  results;  but  as  I  have  said  to  you  be- 
fore, the  judgment  in  the  financial  circle,  in  the 
expert  circles,  of  those  whose  judgment  was  best 
worth  having,  was  much  against  the  Tennessee 
Coal  &  Iron  Corporation,  and  that  their  securities 
were  not  regarded  as  giving  strength  to  any  threat- 
ened financial  institution  that  held  them  in  the 
time  of  panic. 
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Q.  That  was  the  predominating  question  at 
that  time,  was  it? 

A.  That  was  the  predominating  question.  I 
consider  that  two  questions  predominated,  as  I 
have  told  you.  You  do  not  wish  me  to  repeat 
them,  do  you? 

Q.  No.  Then,  outside  of  the  question  of 
prophecies  and  predictions  as  to  what  they  would 
do,  you  did  not  know,  actually,  that  they  were  then 
in  process  of  constructing  a  plant  or  plants  for 
the  making  of  steel  rails  which  would  make  them 
one  of  the  largest  producers  of  steel  rails  in  the 
United  States? 

A.  I  was  not  actuated,  as  I  have  told  you,  by 
the  prophecies  and  predictions  made  by  either  side. 
Q.  Or  what  they  were  actually  doing  in  the 
way  of  construction  at  that  time? 

A.  Or  by  what  they  were  actually  doing  or 
actually  said  they  were  doing  in  the  way  of  con- 
struction at  that  time. 

I  was  dealing  with  a  panic,  and  a  situation 
where  not  merely  24  hours,  but  one  hour,  might 
cause  wide-spread  disaster  to  the  public,  and  it 
was  of  no  benefit  to  me  to  guess  as  to  the  ac- 
curacy of  the  forecasts  of  interested  parties  in 
stating  what  they  intended  to  do  with  a  corpora- 
tion" (E.,  VIII,  2924-5). 

Judge  Gary  testified  that  he  and  Mr.  Frick  reached 
Washington  and  saw  the  President  about  nine  o'clock 
Monday  morning;  that  the  President  sent  for  Mr.  Root, 
the  Secretary  of  State,  as  Mr.  Bonaparte,  the  Attorney 
General,  was  not  in  the  city;  that  he  (Gary)  stated  to 
the  President  that  the  Steel  Corporation  had  been  offered 
a  majority  of  the  stock  of  the  Tennessee  Coal  &  Iron 
Company ;  that  he  did  not  believe,  from  their  standpoint, 
that  it  was  a  good  business  proposition ;  that  they  would 
not  buy  the  stock  if  they  were  considering  only  their 
own  pecuniary  interests ;  that  this  stock  was  in  the  hands 
of  an  important  business  firm  in  New  York  City,  who 
had  pledged  all,  or  a  large  portion  of  it  as  collateral 
for  loans  at  a  bank,  or  at  some  of  the  banks ;  that  it  was 
represented  to  them  that  a  purchase  of  those  securities 
in  the  hands  of  this  firm,  by  them,  for  cash  or  its  equiva- 
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_~^  mjsolutely  necessary  to  save  the  firm  from 
failure,  and  that  many  of  the  leading  bankers  in  New 
York  City  who  had  been  assembled  at  Mr.  Morgan's  libra- 
ry for  some  time  had  stated  to  Mr.  Prick  and  himself, 
and  others,  that  the  purchase  of  those  securities  was 
necessary  to  relieve  the  financial  situation,  and  that  it 
was  their  opinion  that  unless  this  purchase  was  made, 
and  made  very  promptly,  there  might  and  would  be  very 
serious  results;  that  the  situation  was  very  critical  and 
growing  worse,  and  that  the  bankers  believed  that  if 
they  made  the  purchase  the  situation  would  be  relieved 
and  conditions  would  begin  to  improve;  that  Mr.  Root 
asked  a  good  many  questions;  that  the  President  asked 
a  good  many  questions;  that  Mr.  Root  said  to  the  Presi- 
dent :  "You  have  no  right  to  consent  to  this  sale  or  pur- 
chase ;  you  have  no  legal  right.  What  your  attitude  may 
be,  I  should  think,  is  a  question  of  policy" ;  that  the  Presi- 
dent talked  about  the  panic;  talked  about  the  situation 
in  New  York  and  mentioned  the  fact  that  he  had  talked 
with  Mr.  Cortelyou  and  others  about  it  and  was  generally 
advised  with  regard  to  the  panic,  and  finally  said  that  he 
would  not  be  disposed  to  make  any  objection  to  the  sale 
and  purchase.  Judge  Gary  said  that  the  statement  in 
the  petition  that  he  and  Mr.  Prick  failed  to  fully  disclose 
all  the  facts  to  the  President  in  regard  to  the  Tennessee 
stock,  its  ownership,  and  the  amount  of  money  estimated 
as  necessary  to  relieve  Moore  &  Schley,  is  not  true,  and 
that  they  did  not  withhold  from  the  President  any  ma- 
terial fact  bearing  on  the  situation  about  which  they 
visited  him,  as  they  understood  it,  nor  did  they  misrep- 
resent to  him  any  fact  regarding  the  situation,  whether 
material  or  immaterial  (R.,  XII,  4862-5). 

Effect  of  the  Purchase  on  the  Business  Situation. 

George  M.  Reynolds,  president  of  the  Continental  & 
Commercial  National  Bank  of  Chicago,  testified  that  he 
thought  the  announcement  of  the  purchase  of  the  Ten- 
nessee Company  had  a  very  mollifying  effect;  that  he 
knew  it  had  upon  him,  and  he  thought  it  had  upon  the 
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public  generally;  that  lie  remembered  the  public  press 
made  comments  of  that  character  upon  the  transaction. 
He  said  that  in  his  opinion  the  failure  of  Moore  &  Schley 
at  that  time  with  the  market  depressed  as  it  was  would 
have  broken  the  prices  of  all  kinds  of  stocks  and  caused 
a  great  deal  of  disaster  in  all  directions  (R.,  XXVI, 
11263-4). 

John  J.  Mitchell,  president  of  the  Illinois  Trust  & 
Savings  Bank,  testified  that  the  purchase  of  the  Ten- 
nessee Company  was  looked  upon  at  the  time  as  a  great 
relief  to  the  general  situation  (R.,  XXVI,  11272-3). 

John  G.  Shedd,  president  of  Marshall  Field  &  Co., 
testified  that  the  announcement  of  the  purchase  of  the 
Tennessee  Company  had  a  reassuring  effect  upon  the 
public  mind;  that  people  as  a  whole  felt  that  the  chief 
trouble  was  out  of  the  way  more  or  less.  He  said  that  the 
failure  of  so  large  a  firm  as  Moore  &  Schley  at  that  time 
would  have  been  very  disastrous;  that  he  recalled  very 
distinctly  the  effect  of  the  failure  of  Jay  Cooke  &  Co.  in 
1873,  and  that  in  his  opinion  the  effect  in  the  case  of 
Moore  &  Schley  would  have  been  very  similar  (R.,  XXVI, 
11276). 

As  to  the  Dismantling  of  Plants. 

The  petition  does  not  charge  that  any  plants  have 
been  purchased  by  the  Steel  Corporation  for  the  pur- 
pose of  dismantling  them  or  without  intent  to  use  them 
in  its  business. 

Nevertheless,  the  Government  has  made  some  attempt 
to  show  such  a  practice.  It  called  J.  V.  W.  Reynders, 
vice-president  of  the  Pennsylvania  Steel  Company,  who 
testified  that  within  two  or  three  years  after  the  forma- 
tion of  the  American  Bridge  Company  five  plants  which 
he  named  were  shut  down  by  it  in  the  Pittsburgh  dis- 
trict. He  added,  however,  that  these  were  replaced  at 
the  same  time  by  the  Ambridge  plant  of  about  double 
the  capacity  of  the  abandoned  plants  (R.,  IV,  1493).    He 
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also  testified  that  within  five  years  after  their  acquisi- 
tion by  the  American  Bridge  Company  other  plants 
which  he  named  were  discontinued.  These  were  located 
in  different  parts  of  the  country  (R.,  IV,  1494). 

On  cross-examination  Mr.  Reynders  stated  that  the 
American  Bridge  Company  when  it  began  operations 
took  small  highway  bridges  and  after  three  or  four  years 
experience  gradually  abandoned  that  line  of  work,  and 
that  it  was  in  this  connection  that  a  number  of  the  plants 
were  abandoned  (R.,  IV,  1515).  He  also  said  that  some 
of  the  others,  particularly  in  the  neighborhood  of  El- 
mira,  N.  Y.,  were  consolidated  or  the  business  removed 
to  other  better  located  plants  and  greatly  developed. 
This  he  said  he  regarded  as  a  legitimate  policy  to  pursue 
(R.,  IV,  1516-7).  Others  of  the  plants  he  said  were  in 
the  middle  west  and  were  superseded  by  the  Gary  plant 
which,  next  to  the  Ambridge  plant,  is  the  largest  in  the 
country.  Taking  them  altogether  he  said  the  productive 
capacity  of  the  American  Bridge  Company  plants  in  the 
middle  west  is  now  very  much  greater  than  when  the 
Steel  Corporation  was  formed  (R.,  IV,  1517-8). 

For  the  defense  Arthur  S.  Davis,  contracting  manager 
for  the  eastern  division  of  the  American  Bridge  Com- 
pany was  called.  He  testified  as  to  the  plants  of  the 
American  Bridge  Company  which  have  been  discontinued 
and  the  dates  and  reasons  for  their  discontinuance.  His 
testimony,  although  fuller,  accords  substantially  with 
that  of  Mr.  Reynders.  He  gave  the  capacity  of  the  Bridge 
Company  in  1900  at  460,000  tons,  and  in  1911  at  720,000 
tons,  the  latter  as  the  result  of  the  consolidations,  en- 
largements and  replacements  referred  to  (R.,  XV, 
5924-5). 

The  Government  also  called  Charles  S.  Trench,  editor 
of  the  American  Metal  Market,  to  testify  with  respect  to 
the  dismantling  of  plants  of  the  American  Tin  Plate 
Company.  He  said  that  company  started  with  276  mills; 
that  they  were  obliged  to  take  over  in  addition  contracts 
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for  tin  mills  not  completed ;  that  in  the  next  two  or  three 
years  they  purchased  either  40  or  41  mills;  that  there 
have  been  dismantled  or  sold  135  mills  and  that  new 
mills  to  the  number  of  about  40  or  41  have  been  built. 
He  said  that  in  dismantling  the  mills  in  a  great  many 
cases  it  meant  the  transference  of  the  machinery  to  other 
mills;  that  in  some  cases  a  very  poor  mill  would  be 
broken  up,  but  a  good  many  were  used  according  to  his 
personal  knowledge;  that  he  did  not  think  many  mills 
were  dismantled  in  the  first  two  years;  that  the  bulk 
of  the  changes  took  place  between  1902  and  1906  (R., 
Ill,  1405-6). 

The  Government  also  called  William  H.  Griffiths, 
president  of  the  Griffiths  Charcoal  Iron  Mills,  who 
named  five  tin  plate  mills  that  he  said  were  closed  down 
within  two  years  after  they  were  taken  over  by  the 
American  Tin  Plate  Company,  and  three  that  were  closed 
down  one  or  two  years  later  (R.,  V,  1749-50). 

On  cross-examination  Mr.  Griffiths  said  he  did  not 
know  what  use  was  made  of  the  machinery  from  the  dis- 
mantled plants  or  the  considerations  as  to  comparative 
costs  that  induced  the  Tin  Plate  Company  to  move  ma- 
chinery from  one  place  to  another ;  that  he  did  know  that 
the  Tin  Plate  Company  had  not  decreased  its  output  and 
that  such  output  is  larger  now  than  when  the  company 
was  formed  (R,  V,  1757-8). 

Edwin  R.  Crawford,  president  of  the  McKeesport 
Tin  Plate  Company,  was  called  by  the  Government  and 
said  that  from  the  time  of  its  formation  until  December 
1,  1901,  he  was  traveling  auditor  of  the  American  Tin 
Plate  Company;  that  his  principal  duty  was  looking 
after  cost  operations  at  the  different  mills  of  the  com- 
pany, and  that  he  visited  them  all  and  became  familiar 
with  their  operations  (R.,  V;  1766)  ;  that  he  found  the 
costs  of  some  mills  were  very  much  higher  than  others; 
that  sometimes  he  was  surprised  at  finding  how  high  the 
costs  of  some  mills  were,  and  that  until  his  work  had 
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progressed  for  some  time  it  was  not  possible  to  deter- 
mine which  were  the  most  economical  mills  (R.,  V,  1783- 
4) .  He  said  that  he  was  inclined  to  think  that  the  plants 
that  were  abandoned  for  the  most  part  were  never  oper- 
ated by  the  Tin  Plate  Company  or  only  for  a  very  short 
time,  but  that  where  they  were  operated  for  a  short  time, 
it  was  long  enough  to  enable  him  to  get  some  idea  of 
their  costs  (E.,  V,  1784). 

C.  W.  Bray,  formerly  president  of  the  American  Sheet 
and  Tin  Plate  Company,  was  called  by  the  Government 
and  testified  as  to  the  disposition  of  various  plants  owned 
by  the  Tin  Plate  Company,  giving  the  dates  and  the  rea- 
sons therefor.  He  said  that  some  were  out  of  date  and 
were  scrapped,  some  were  consolidated,  some  were  moved 
to  better  locations  and  some  were  sold  outright.  He 
said  this  process  began  soon  after  the  company  was 
formed  and  had  been  continued  down  to  a  recent  date. 
Among  the  dismantled  mills  were  a  number  in  Indiana 
which  he  said  were  built  to  be  operated  by  natural  gas 
and  had  to  be  given  up  when  that  failed.  He  said  that 
from  the  very  start  the  costs  at  each  plant  was  tabulated 
in  parallel  columns;  that  in  that  way  they  were  enabled 
to  determined  just  what  plants  were  most  economical  to 
operate  and  what  plants  it  would  be  necessary  to  move 
in  order  to  get  the  best  results.  He  said  the  company 
was  organized  in  1898  and  that  the  first  plants  were 
moved,  he  thought,  around  1900  (R.,  Ill,  1314-22;  IV, 
1421-32). 

Mr.  Bray  produced  a  memorandum  prepared  at  the 
request  of  counsel  for  the  Government,  but  not  offered 
by  them.  It  was,  however,  offered  by  the  defendants  as 
Exhibit  15  and  is  printed  among  Defendant's  Exhibits, 
Volume  1,  pages  141-2.  This  shows  twelve  mills  sold  com- 
plete ;  sixty  moved  to  going  plants ;  sixteen  used  as  spares 
and  twenty-seven  scrapped.  Mr.  Bray  said  that  this  ex- 
hibit was  complete  with  the  exception  of  two  plants  that 
were  scrapped,  one  a  four-mill  and  the  other  a  two-mill 
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plant,  making  the  mills  that  were  scrapped  thirty-three 
in  all  (B.,  IV,  1460-2). 

D.  E.  Ill,  317,  shows  that  the  production  of  the  Tin 
Plate  Company  grew  from  291,633  tons  in  1901,  to  476,- 
036  tons  in  1911,  an  increase  of  63.2%. 

The  Government  offered  in  evidence  the  minutes  of 
a  meeting  of  the  auditors  of  the  Steel  Corporation  and  its 
subsidiaries  held  December  8th  and  9th,  1904,  in  which 
occurs  the  following  passage: 

"Plants — Abandonment  of. 

This  is  a  question  of  the  accounting  necessary 
in  abandoning  and  scrapping  a  plant.  Mr.  Filbert 
said  that  the  matter  had  been  brought  up  by  the 
Chartered  Accountants  and  he  had  taken  the  ground 
that  while  we  had  only  credited  back  to  Plant  the 
net  value  of  the  salvage  and  real  estate  disposed 
of,  it  was  not  necessary  to  do  anything  further  as 
we  had  put  very  large  sums  into  the  construction 
of  other  Plants,  which  offset  many  times  the  value 
of  the  Plants  abandoned,  and,  therefore,  if  any- 
thing, we  have  written  down  the  Property  Account 
by  a  greater  sum  than  they  could  possibly  have 
depreciated.  Our  own  people  are  now  taking  this 
question  up,  however,  and  he  would  be  glad  to  have 
the  Auditors'  views  on  the  subject.  He  asked  if 
each  Auditor  knew  that,  so  far  as  his  own  Com- 
pany was  concerned,  it  has  amply  protected  itself 
by  simply  crediting  back  to  Property  the  salvage 
from  abandoned  Plants. 

It  was  stated  that  often  the  principal  consider- 
ation about  the  purchase  and  later  abandonment 
of  a  certain  Plant  was  the  fact  that  by  getting  the 
Plant  we  were  able  to  eliminate  its  competition, 
and  that  it  was  hard  to  estimate  what  amount 
to  set  up  for  good  will ;  that  the  location  of  Plants 
must  also  be  taken  into  consideration,  and  that 
the  proposition  was  now  very  different  from  what 
it  was  before  the  Corporation  was  formed.  It  was 
thought  that  each  Company  was  constantly  in- 
creasing the  value  of  its  Properties  by  improve- 
ments, which  were  paid  from  their  earnings ;  that 
the  increase  in  productive  capacity  would  show 
that  the  Plants,  considered  as  a  whole,  were  worth 
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more  now  than  previously,  even  though  an  isolated 
Mill  or  Plant  is  occasionally  dismantled  and 
scrapped.  Mr.  Filbert  said  that  Auditors  should 
be  able  to  say  at  any  time  the  question  comes  up 
that  such  is  a  fact,  and  substantiate  it  by  figures" 
(G.  E.,  Ill,  955-6). 

No  testimony  was  offered  to  show  the  dismantling 
of  any  plants  by  the  American  Steel  and  Wire  Company, 
the  American  Sheet  Steel  Company,  the  American  Steel 
Hoop  Company,  the  Carnegie  Steel  Company,  the  Clair- 
ton  Steel  Company,  the  Illinois  Steel  Company,  the 
Lorain  Steel  Company,  the  National  Steel  Company,  the 
National  Tube  Company,  the  Union  Steel  Company,  the 
Tennessee  Coal,  Iron  and  Railroad  Company,  or  the 
Steel  Corporation  with  the  following  exceptions: 

(1)  The  South  Sharon  Skelp  Mill  acquired  with  the 
Union  Steel  Plant  was  dismantled  about  1903.  Mr.  Corey 
testified  that  he  ordered  the  dismantlement  for  the  rea- 
son that  the  plant  was  useless  and  could  not  be  operated 
(R,  VIII,  2961). 

The  Carnegie  Steel  Minutes  of  August  31,  1903  (G. 
E.,  Ill,  932),  show  that  the  Sharon  Mill  was  superseded 
by  the  new  McKeesport  and  Lorain  Mills,  to  which  its 
equipment  was  removed. 

(2)  The  plant  of  the  Troy  Steel  Company  referred 
to  page  110,  supra. 

(3)  Six  mills  acquired  with  the  Shelby  Steel  Tube 
Company  (G.  E.,  XIV,  2823).  Four  of  these  were  dis- 
mantled in  1902,  one  in  1908  and  one  in  1909.  Three  of 
those  dismantled  in  1902  appear  to  have  been  very  small. 
The  principal  plant  obtained  from  the  Shelby  was  oper- 
ated and  largely  developed  as  shown  by  the  Government's 
Exhibit. 

Witnesses  for  the  defense  testified  as  follows: 

Mr.  Farrell  said  that  the  movement  of  tin  plate  plants 
from  one  place  to  another  and  the  concentration  of  capac- 
ity was  for  economic  reasons,  in  the  interest  of  lower 
cost  of  production  (R,  X,  3935). 
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Mr.  Schwab  said  that  during  the  time  he  was  presi- 
dent plants  of  subsidiary  companies  were  dismantled 
only  where  it  was  found  that  there  was  more  than  one 
plant  of  the  same  character  in  the  same  district,  and 
that  economy  would  result  from  stopping  one  plant,  or 
dismantling  one  plant  and  consolidating  it  with  the  other 
plants,  or  where  a  plant  was  found  so  old  and  obsolete 
that  it  was  better  to  start  anew  than  to  remodel  it.  He 
said  that  no  plants  were  purchased  for  the  purpose  of 
dismantling,  and  that  so  far  as  he  knew  none  were  dis- 
mantled until  they  were  tried  out,  or  some  business  rea- 
son was  discovered  for  doing  it  (K,.,  XI,  4176) . 

Judge  Gary  said  that  the  Steel  Corporation  had  dis- 
mantled some  plants  simply  because  the  locations  were 
poor  or  the  plants  had  become  obsolete,  and  it  was  neces- 
sary to  build  a  new  plant  at  that  place  or  some  other 
place.  He  said  that  no  plants  were  ever  purchased 
simply  to  be  dismantled,  and  that  none  have  been  dis- 
mantled except  where  upon  operation  or  attempted 
operation  it  was  found  to  be  disadvantageous  or  un- 
economical to  continue  them  (E,,  XII,  4802-3). 

As  to  the  Cancellations  of  Contracts  for  Extensions 
and  Improvements. 

The  minutes  of  the  Executive  Committee  of  the  Steel 
Corporation,  of  date  March  4,  1902  (G.  E.,  XIV,  2900), 
record  a  statement  made  by  Mr.  Perkins  as  follows : 

"I  would  like  to  report  to  your  Committee  a 
plan  that  we  have  been  talking  over  in  the  Finance 
Committee,  and  which  we  are  going  to  submit  to 
the  Board  of  Directors  to-day.  When  the  sub- 
companies  were  brought  together  you  will  remem- 
ber there  were  a  great  many  contracts  that  had 
recently  been  made  for  extensions,  improvements 
and  one  thing  and  another,  that  aggregated  some- 
thing over  140,000,000.  We  finally  gathered  them 
together,  and  your  Committee  did  splendid  work  in 
cancelling  many  of  these  contracts,  and  finallv  re- 
duced them  to  something  under  $20,000,000."* 
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As  bearing  upon  this  action  of  the  Corporation,  as 
well  as  upon  its  action  in  dismantling  certain  plants  and 
shifting  and  consolidating  others,  the  testimony  of  Mr. 
Farrell  should  be  noted.  He  said  that  since  the  formation 
of  the  Steel  Corporation,  about  f  424,000,000  has  been  ex- 
pended for  new  plant  equipments  and  extensions,  and 
1123,000,000  for  replacement  and  rehabilitations  (E., 
X,  4078). 

As  to  the  Purchases  of  Pig  Iron  to  Sustain  the 

Market. 

The  Government  offered  in  evidence  the  minutes  of 
the  Carnegie  Steel  Co.,  Ltd.,  of  date  February  20,  1899,  in 
which  is  recorded  a  letter  from  Mr.  Carnegie,  in  the 
course  of  which  he  advises  the  purchase  of  a  little  pig  iron 
from  time  to  time  to  keep  up  the  price,  remarking  that 
every  purchase  even  of  5,000  tons  would  tend  to 
strengthen  the  market  (G.  E.,  Ill,  1212). 

Also  the  minutes  of  the  Executive  Committee  of  the 
Steel  Corporation  of  date  May  5,  1903.  These  record  the 
President  (Mr.  Schwab)  as  stating  that  he  would  like  to 
obtain  the  views  of  the  committee  with  regard  to  the  ad- 
visability of  the  purchase  of  about  30,000  tons  of  pig  iron 
at  |18.50  for  the  third  quarter  of  1903 ;  that  he  believed 
the  Corporation  ought  always  to  be  buyers  of  some  pig 
iron;  that  it  would  be  better  to  even  shut  down  some  of 
their  high-priced  furnaces  and  be  purchasers;  that  as  the 
price  of  finished  steel  products  was  regulated  by  the  price 
of  pig  iron  the  Corporation  ought  not  to  endeavor  to  get 
the  cheapest  iron ;  that  it  ought  to  maintain  the  price  by 
little  purchases ;  that  f  1  a  ton  is  such  a  little  thing  com- 
pared with  the  advantages  the  Corporation  would  receive 
in  the  finished  products ;  that  if  the  Corporation  had  pur- 
chased pig  iron  there  would  not  have  been  the  present 
downward  tendency  in  it. 

The  Chairman  (Judge  Gary)  stated  that  he  would  not 
be  in  favor  of  making  the  purchase ;  that  he  did  not  think 
the  Corporation  ought  to  buy  pig  iron  at  prices  consider- 
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ably  higher  than  the  price  would  be  when  it  needed  the 
iron;  that  he  would  like  to  see  pig  iron  sift  down  to 
about  f  16.50  and  stay  there. 

Mr.  Gayley  remarked  that  he  thought  they  ought  to 
hold  the  price  of  pig  iron  at  $18.50  and  that  it  was  im- 
portant for  the  Corporation  to  stay  in  the  market  and 
buy  at  $18.50  (G.  E.,  Ill,  970). 

Also  the  minutes  of  a  meeting  of  the  Executive  Com- 
mittee of  date  May  12,  1903,  reading  as  follows : 

"Purchases  of  Pig  Iron. 

"In  regard  to  the  proposition  to  purchase  pig 
iron  for  the  third  quarter  of  this  year,  the  Presi- 
dent stated  in  substance:  That  he  believes  we 
ought  to  purchase  75,000  to  100,000  tons  at  the  best 
price  we  can;  that  this  would  be  advantageous  at 
present  prices  because  of  the  large  amount  of 
finished  material  we  sell  at  prices  dependent  upon 
the  price  of  pig  iron ;  and  therefore  we  ought  not  to 
endeavor  to  put  down  the  price  of  the  iron;  that 
the  proposed  purchase  would  not  be  at  all  specu- 
lative because  we  have  sold  the  steel  to  be  made 
from  it. 

"The  Chairman :  It  seems  to  me  $18.  is  a  good 
big  price.  I  am  very  well  satisfied  to  have  the 
market  sustained.  I  agree  with  you  that  we  are 
interested  in  having  pig  iron  maintained,  but  I 
think  we  ought  to  be  satisfied  with  $18. 

"Mr.  Gayley :  I  would  rather  buy  it  at  $19. 

"The  President :   I  would  favor  $19.  or  $18.50. 

"Upon  motion,  duly  seconded,  the  matter  was 
referred  to  the  Finance  Committee"  (G.  E.,  Ill, 
972). 

Also  the  minutes  of  the  Carnegie  Co.  of  date  May  11, 
1903.  These  minutes  record  a  statement  by  Mr.  Corey 
that  he  should  like  to  have  the  views  of  the  Board  as  to 
the  advisability  of  buying  iron  for  the  third  quarter;  that 
there  is  understood  to  be  about  65,000  tons  in  the  market 
for  the  third  quarter's  delivery  and  that  if  they  purchased 
at  this  time  it  would  be  largely  for  the  purpose  of  prevent- 
ing the  furnace  people  from  offering  it  around,  and  thus 
demoralizing  the  market;  that  if  they  could  buy  up  all 
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that  is  to  be  had  it  would  undoubtedly  do  a  great  deal  to 
strengthen  the  situation ;  that  the  price  would  be  around 
$18.  Valley. 

On  discussion  it  was  agreed  that  iron  for  the  third 
quarter  should  be  purchased  on  assurances  from  the  fur- 
nace people  that  65,000  tons  was  all  the  available  iron 
for  that  quarter  and  that  no  more  would  be  put  on  the 
market  (G.  E.,  II,  491). 

Also  the  minutes  of  the  Carnegie  Company  of  date 
May  18,  1903.  These  record  a  statement  by  Mr.  Dickson 
that  they  (the  Carnegie  Co.)  have  under  option  all  the 
surplus  of  the  Valley  Association  for  the  third  quarter 
amounting  to  about  55,000  tons  at  $19.  Valley ;  that  they 
have  also  an  option  from  W.  P.  Snyder  on  30,000  tons 
for  the  same  period  at  the  same  price ;  that  he  thinks  that 
if  they  (the  Carnegie  Co.)  insist  on  $18.50  Valley,  both 
would  agree  to  it,  but  that  of  course  they  want  to  pay 
as  much  as  the  finished  material  will  stand;  that  he 
talked  with  Willis  King  of  Jones  &  Laughlin  who  thinks 
that  $18.50  Valley  would  be  sufficiently  high  to  maintain 
finished  material. 

Mr.  Corey  is  recorded  as  asking  Mr.  Dickson  if  he 
was  sure  that  that  would  take  up  all  the  available  iron, 
to  which  Mr.  Dickson  replied: 

"As  sure  as  we  ever  are.  It  seems  that  they 
always  have  some  held  back;  however,  they  have 
both  agreed  to  guarantee  the  price  against  them- 
selves" (G.  E.,  II,  492). 

Also  the  minutes  of  the  Carnegie  Company  of  date 
November  13,  1905,  in  which  Mr.  Dinkey  is  recorded  as 
stating  that  the  company  would  be  short  490,000  tons  of 
pig  iron  for  the  year  and  that  it  had  always  been  the 
opinion  of  the  Board  and  he  thought  of  everyone  con- 
nected with  the  Corporation  that  Carnegie  Steel  Co. 
should  be  a  buyer  of  pig  iron  so  as  to  assist  in  controlling 
the  price  (G.  E.,  II,  509). 

The  Government  asked  Julian  Kennedy  what  advan- 
tage, if  any,  it  would  have  been  to  the  Steel  Corporation 
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to  go  into  the  market  and  buy  pig  iron  and  sustain  the 
market  price ;  what  effect  it  would  have  as  to  the  relations 
between  the  Corporation  and  its  competitors.  He 
answered : 

"That  would  have  depended  somewhat.  If 
they  had  needed  the  pig  iron  of  course  it  would  not 
have  had  any;  of  course,  if  they  bought  with  spe- 
cial reference  to  maintaining  the  price,  it  would 
probably  have  had  the  effect  of  keeping  up  prices 
on  finished  goods,  keeping  the  trade  in  healthier 
condition"  (R,  V,  1873). 

Mr.  Corey  was  examined  by  counsel  for  the  Govern- 
ment with  respect  to  pig  iron  purchases,  and  was  asked 
in  particular  whether  or  not  the  various  minutes  above 
referred  to  expressed  the  policy  of  the  Steel  Corporation 
and  the  Carnegie  Company  with  respect  to  the  purchase 
of  pig  iron  from  time  to  time  with  a  view  to  maintain- 
ing and  controlling  the  price  of  pig  iron.    He  answered : 

"There  was  no  definite  policy  concerning  the 
purchase  of  pig  iron;  during  the  time  I  was  con- 
nected with  the  Carnegie  Steel  Company  and  with 
the  Steel  Corporation,  pig  iron  was  purchased  fre- 
quently. In  most  instances  it  was  purchased  be- 
cause the  iron  was  needed,  required ;  we  could  not 
make  enough,  but  on  certain  occasions  iron  was 
purchased  for  the  effect  of  maintaining  the  exist- 
ing price  of  iron  and  steel  products,  not  in  rela- 
tion to  the  scale  contracts.  I  won't  say  positively 
and  firmly  that  pig  iron  was  never  purchased  to 
influence  steel  that  was  sold  on  scale  contracts, 
because  that  was  infinitesimal  with  the  main  part 
of  it,  but  it  was  purchased  for  the  purpose  of  main- 
taining the  price  then  ruling  on  all  steel  products" 
(E.,  VIII,  2936). 

Mr.  Gayley  was  also  examined  by  counsel  for  the 
Government  on  the  subject  of  pig  iron  purchases,  and 
after  his  attention  was  called  to  the  Carnegie  minutes 
of  February  20,  1899,  above  referred  to,  he  was  asked 
whether  or  not  it  was  the  policy  and  practice  of  the 
Carnegie  Company  from  time  to  time  to  buy  pig  iron 
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for  the  purpose  of  keeping  up  the  price  for  the  effect  it 
would  have  on  the  price  of  finished  products.  He  an- 
swered: "It  was  not  the  policy.  It  was  one  of  the  few 
rare  instances"   (E.,  IX,  3520). 

Later  Mr.  Gayley's  attention  was  called  to  the 
minutes  of  the  Executive  Committee  of  the  Steel  Cor- 
poration of  May  12,  1903,  above  referred  to,  and  he  stated 
that  they  had  several  discussions  as  to  the  advisability 
of  purchasing  iron ;  that  the  attitude  of  Mr.  Schwab  and 
himself  was  for  the  purchase  of  iron  and  that  Judge 
Gary  was  not  in  favor  of  it,  but  assented  to  the  purchase 
on  the  basis  of  $18.,  which  both  he  and  Mr.  Schwab 
thought  was  too  low ;  that  as  a  rule  the  Corporation  pur- 
chased only  such  iron  as  it  needed  for  use  and  did  not 
shut  down  any  furnaces  to  buy  iron  (E.,  IX,  3661). 

For  the  defense  Judge  Gary  testified  that  the  Steel 
Corporation  had  never  bought  pig  iron  above  its  market 
price  for  the  purpose  of  affecting  its  sliding  scale  con- 
tracts; that  it  did  buy  pig  iron  sometimes  to  cover  its 
necessities;  that  it  was  short  of  pig  iron  capacity  for 
a  good  many  years  and  was  obliged  to  go  into  the  open 
market  to  supply  its  wants  (E.,  XII,  4886). 

On  cross-examination  Judge  Gary's  attention  was 
called  to  the  minutes  of  the  Carnegie  Steel  Co.  of  Novem- 
ber 13,  1905,  above  noted,  and  to  the  statement  therein 
attributed  to  Mr.  Dinkey,  the  President  of  the  Carnegie 
Steel  Co.,  to  the  effect  that  it  had  always  been  the  opinion 
of  the  Carnegie  Board,  and  he  thought  of  everyone  con- 
nected with  the  Steel  Corporation,  that  the  Carnegie 
Company  should  be  a  buyer  of  pig  iron  so  as  to  assist 
in  controlling  the  price. 

Judge  Gary  said: 

"I  want  to  say  that  there  was  no  justification 
whatever  for  that  statement  of  Mr.  Dinkey.  It 
did  not  reflect  the  policy  or  views  of  the  United 
States  Steel  Corporation"  (E.,  XIII,  5212). 

On  being  asked  whether  or  not  the  views  expressed 

by  Mr.  Dinkey  were  those  of  Mr.  Corey  and  Mr.  Schwab, 

Judge  Gary  said  that  they  probably  were  at  the  time. 
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He  said  that  these  views  grew  out  of  the  fact  that  Mr. 
Schwab  and  Mr.  Corey  had  been  brought  up  in  the  steel 
business  under  different  circumstances  and  had  notions 
which  were  not  in  accordance  with  the  known  notions 
of  those  who  controlled  the  Steel  Corporation  (R.,  XIII, 
5213). 

On  his  examination  Judge  Reed's  attention  was  called 
to  the  purchase  of  65,000  tons  of  pig  iron  referred  to 
in  the  minutes  of  the  Carnegie  Company  of  date  May  11, 
1903.  He  said  that  the  Carnegie  Company  at  that  time 
did  not  make  all  the  pig  iron  it  could  use  and  had  to  go 
out  and  buy  pig  iron  from  time  to  time,  and  that  the 
purchase  was  not  an  unusual  one;  that  the  company 
needed  the  pig  iron  at  that  time  as  soon  as  it  could  be 
delivered  and  that  the  price  stated  was  not  above  the  fair 
market  price.  He  added  that  the  Carnegie  Company 
did  not  purchase  pig  iron  beyond  its  needs  for  the  pur- 
pose of  sustaining  the  market  or  for  any  other  ulterior 
purpose;  that  they  never  bought  pig  iron  which  they  did 
not  need  (E.,  XIV,  5594-6). 

Mr.  Bope  testified  that  the  Carnegie  Company  never 
purchased  pig  iron  merely  for  the  purpose  of  exalting 
the  price,  or  with  the  idea  of  selling  it  again,  or  beyond 
its  estimated  requirements  (R.,  XXVII,  11478). 

As  to  the  Accomplishment  of  the  Objects  fob  which 
the  Steel  Corporation  was  Formed. 
(1)  In  Effecting  Economies  m  the  Manufacture  and 
Distribution  of  Steel  Products. 

Mr.  Roberts  verified  a  minute  of  the  executive  com- 
mittee of  the  Steel  Corporation  under  date  of  April  12, 
1901,  which  records  a  resolution  to  establish  a  bureau 
of  comparative  costs  to  take  up  the  compilation  of  costs 
and  to  make  investigations  as  to  why  costs  are  good  or 
bad.  He  said  that  this  resolution  was  put  into  effect 
immediately  and  it  was  the  custom  to  furnish  each  mem- 
ber of  the  executive  committee  monthly  with  these  com- 
parative cost  sheets  and  also  put  them  in  the  hands  of 
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the  operating  officials  of  the  various  subsidiary  com- 
panies so  that  monthly  they  might  see  what  rank  their 
individual  works  took  in  reference  to  all  other  works 
of  the  subsidiaries  of  the  Steel  Corporation.  He  said 
that  it  was  very  soon  found  that  those  works  which  at 
the  start  seemed  to  have  been  comparatively  high  in 
costs  were  able  by  analysis  of  these  figures  to  reduce 
their  costs  in  various  respects,  and  that  the  system  also 
inaugurated  healthy  competition  between  the  different 
plants,  with  very  beneficial  results   (R.,  XIII,  4975-6) 

Mr.  Schwab  testified  that  the  officers  of  the  Steel 
Corporation  immediately  started  out  by  calling  together 
the  officials  of  the  various  companies  to  discuss  ways 
and  means  of  carrying  out  the  economies  in  contempla- 
tion when  the  Steel  Corporation  was  formed;  that  in 
every  case,  so  far  as  he  knew,  the  economies  immediately 
obtained  were  greater  than  those  which  he  had  previously 
estimated;  that  he  recalled  one  definite  instance  where 
as  the  result  of  the  institution  of  their  statistical  bureau 
and  the  sending  to  each  blast  furnace  manager  once  a 
month  the  costs  of  each  of  their  various  blast  furnaces, 
putting  the  most  economical  at  the  top  and  the  least 
economical  at  the  bottom,  with  the  name  of  the  manager 
and  the  conditions,  they  obtained  a  saving  in  the  first 
year  of  approximately  $4,000,000  in  that  department 
alone  (E.,  XI,  4146-7). 

Mr.  Filbert,  the  Comptroller,  gave  the  details  of  the 
statistical  work  referred  to  by  Mr.  Roberts  and  Mr. 
Schwab.  He  said  the  system  was  started  within  two 
or  three  weeks  after  the  Steel  Corporation  began  business, 
and  was  completed  by  July  1st  of  that  year  (R.,  XIV, 
5546-9). 

He  produced  the  forms  used  to  show  the  Corporation's 
cost  of  producing  pig  iron  and  Bessemer  steel  ingots  at 
the  different  works,  and  the  same  were  offered  in  evidence 
as  Defendants'  Exhibits  74  and  75,  but  not  printed  (R., 
XIV,  5582-3). 

Mr.  Filbert  testified  that  these  Corporation  cost  sheets 
were  made  up  monthly;  that  the  different  works  were 
ranked  thereon  ^c^n^the^^ctice-the  one  hav- 
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ing  the  best  practice  being  marked  number  1,  the  next 
number  2,  and  so  forth;  that  copies  of  these  sheets  are 
sent  to  the  different  officers  of  the  Steel  Corporation  and 
their  subsidiaries,  and  also  to  the  plant  managers,  and 
that  there  is  great  competition  among  the  plant  man- 
agers to  get  to  the  top  of  the  list  (R.,  XIV,  5549-51). 

Judge  Gary  testified  that  to  realize  the  full  effect 
of  what  was  contemplated  at  the  time  of  the  organiza- 
tion of  the  Steel  Corporation  had  required  a  great  deal 
of  time  and  patience,  but  that  the  Corporation  has  been 
improving  its  conditions  and  methods  from  the  begin- 
ning; that  the  opportunity  to  deliver  the  raw  material 
and  the  semi-finished  products  to  the  best  advantage  and 
at  the  best  points,  has  been  an  advantage  and  has  saved 
a  good  deal  of  money;  that  the  opportunity  to  keep  the 
finishing  mills  supplied  so  that  their  operations  were  not 
interrupted,  has  been  an  advantage;  that  the  delivery  of 
the  raw  material  and  semi-finished  material  to  the  near- 
est point  has  resulted  in  great  saving  in  transportation; 
that  the  opportunity  to  deliver  hot  metal  from  the  produc- 
ing points  to  the  mills  where  hot  metal  was  finished,  has 
resulted  in  a  great  saving ;  that  the  opportunity  for  saving 
the  by-products  of  various  materials  has  been  developed 
and  increased  and  has  resulted  in  a  great  deal  of  saving, 
and  that  the  cash  resources  of  the  company  have  been  of 
decided  benefit;  that  the  money  in  the  banks  that  can 
be  utilized  from  time  to  time  at  one  point  or  another,  as 
necessities  may  require,  enables  the  Corporation  to  get 
along  with  one-half  the  cash  which  the  companies,  if 
separated,  would  require  for  the  carrying  on  of  their 
business  successfully  (R,  XII,  4779-80). 

Mr.  Farrell  testified  that  the  Steel  Corporation  has 
various  boards  of  engineers  and  superintendents  in 
charge  of  its  various  branches  of  business,  who  meet 
frequently  and  make  comparisons  of  costs  and  practices 
and  thereby  bring  to  the  attention  of  the  Corporation 
all  the  time  opportunities  for  economy.  He  said  that 
they  have  a  blast  furnace  committee,  consisting  of  the 
superintendents  of  some  of  their  blast  furnaces,  which 
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meets  once  a  month;  that  this  committee  is  concerned 
with  the  study  of  by-product  coke  ovens  and  the  resultant 
by-products,  and  that  at  the  present  time  the  Corporation 
is  conserving  about  3,000,000  tons  of  coal  a  year  by  the 
use  of  by-product  coke  ovens;  that  they  recover  the 
gases  and  use  them  for  the  running  of  their  engines; 
that  they  recover  coal  tar  and  sulphate  of  ammonia,  and 
are  getting  very  good  results  and  economical  operations 
in  that  way;  that  at  the  Gary  plant  they  operate  nearly 
40,000  horse  power  from  blast  furnace  gases  and  are  also 
utilizing  the  gases  from  their  by-product  coke  ovens ;  that 
in  some  of  their  furnaces  they  are  producing  about  24 
per  cent,  more  steel  by  using  coal  tar  as  a  fuel  instead 
of  some  other  fuel;  that  they  are  making  studies  of  con- 
serving flue  dust,  and  have  three  or  four  briquetting 
plants,  where  they  briquette  this  flue  dust  and  recover 
it,  and  that  it  is  worth  as  much  as  ore  to  them;  that 
in  this  way  they  recover  about  200,000  tons  of  this  ma- 
terial a  year  in  one  form  or  another  which  was  formerly 
wasted  (R.,  X,  4063-5)  ;  by  developments  in  the  by-prod- 
uct coke  ovens  at  Gary,  it  has  been  found  possible  to 
use  25  per  cent,  of  Illinois  coal  in  the  making  of  coke, 
whereas,  prior  to  these  experiments,  it  was  not  known 
that  the  Illinois  coal  could  be  so  used  at  all;  there  are 
large  deposits  of  this  coal  in  Illinois  and  Indiana  which 
are  much  cheaper  than  Connellsville  or  Pocahontas  coal, 
and  thus  furnish  a  new  coking  coal  supply  (R.,  X,  4065)  ; 
that  they  have  made  a  very  long  study  of  the  mixing 
of  ores,  with  the  result  of  building  a  concentrating  plant 
at  Coleraine  at  a  cost  of  $1,400,000,  which  has  made 
available  one  hundred  million  tons  of  ore  in  the  Mesaba 
Range,  which  was  theretofore  considered  unsuitable  for 
steel  making  (R.,  X,  4066).  He  said  that  by  the  use  of 
blast  furnace  gases  and  gases  from  coke  ovens,  the  Steel 
Corporation  is  saving  between  1,700,000  and  1,800,000 
tons  of  coal  a  year  (R.,  X,  4070).  He  said  that  the  Cor- 
poration has  established  cement  plants  for  manufactur- 
ing cement  from  blast  furnace  slag,  which  was  formerly 
a  waste  product;  that  it  now  manufactures  from  this 
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slag  10,400,000  barrels  of  cement  a  year  and  has  plants 
at  Pittsburgh  and  Chicago,  and  is  building  another  plant 
at  Duluth  (E.,  X,  4071-2). 

Eeferring  to  the  cost  of  distribution,  Mr.  Farrell 
stated  that  the  Steel  Corporation  (Steel  Products  Com- 
pany) had  gradually  reduced  the  cost  of  doing  the  foreign 
business  from  between  7  to  11  per  cent,  for  the  various 
subsidiary  companies  in  1903  to  eight-tenths  of  1  per  cent, 
in  1911,  the  percentage  being  based  on  the  invoice  value  of 
the  foreign  sales  (K.,  X,  3791). 

It  appears  by  the  testimony  of  Mr.  Filbert  (K.,  XIV, 
5593)  and  of  Mr.  Burr  (E.,  XXVII,  11588)  that  the 
Steel  Corporation  reduced  the  mill  cost  of  manufactur- 
ing steel  rails  at  Birmingham  during  the  first  year  of  its 
operations  there  from  $29.48  a  ton  to  about  $21.  a  ton. 

(2)  In  Developing  Its  Trade  Generally. 

The  increase  in  the  manufacture  of  steel  products  in 
the  United  States  during  the  decade  following  the  organ- 
ization of  the  Steel  Corporation  surpassed  that  of  every 
other  basic  product  except  only  cement  (Miles,  E.,  XXI, 
8469) .  This  increase,  speaking  in  terms  of  finished  rolled 
iron  and  steel,  was  from  9,487,443  gross  tons  in  1900  to 
21,621,279  gross  tons  in  1910  (Defendants'  Exhibit  19, 
D.  E.,  1, 148). 

The  evidence,  of  course,  does  not  show  that  this  devel- 
opment was  due  entirely  to  the  efforts  of  the  Steel  Corpo- 
ration. Indeed,  it  appears  that  while  the  Steel  Corpora- 
tion increased  its  output  in  rails,  structural  shapes, 
plates,  sheets,  bars,  rods  and  other  rolled  products  40.6 
per  cent,  between  1901  and  1911,  its  competitors  increased 
theirs  during  the  same  period  67.8  per  cent.,  and  that 
the  Corporation's  percentage  of  these  products  fell  from 
50.1  per  cent,  in  1901  to  45.7  per  cent,  in  1911  (Defend- 
ants' Exhibit  73,  D.  E.,  Ill,  317),  and  its  percentage  of 
those  of  them  which  were  consumed  in  this  country  fell 
during  the  same  period  to  40.9  per  cent.  (Defendants' 
Exhibit  20,  D.  E.,  I,  149). 
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Nevertheless,  competitors  and  consumers  alike  at- 
tribute the  wonderful  development  of  the  steel  industry 
in  this  country  during  the  period  named  in  chief  part 
to  the  attitude  and  efforts  of  the  Steel  Corporation. 

Thus  Mr.  Schwab  testified  that  no  influence  and  no 
factor  has  ever  come  into  the  steel  industry  in  this  country 
which  has  done  more  or  as  much  to  foster  trade  and  to 
stimulate  healthy,  effective  and  lasting  competition  as 
the  Steel  Corporation  (E.,  XI,  4200). 

Benjamin  F.  Miles,  president  of  the  Browning  En- 
gineering Company  (R.,  XXI,  8436),  testified  that  in  his 
judgment  the  Steel  Corporation  has  been  a  great  help 
to  the  country  and  has  been  a  godsend  to  the  small  con- 
sumer of  steel  products  (R.,  XXI,  8450). 

John  Stevenson,  retired  iron  manufacturer,  testified 
that  "the  U.  S.  Steel  Corporation  has  done  more  than  all 
the  others  put  together  to  develop  the  foreign  trade" 
(R,  III,  1094). 

Paschal  G.  Shook,  iron  merchant  of  Birmingham, 
Ala.,  testified  that  the  Steel  Corporation  has  been  vastly 
beneficial  to  all  consumers  of  steel  and  to  the  community 
at  large;  that  the  properties  of  the  Tennessee  Company 
have  been  more  fully  and  intelligently  developed  within 
the  last  seven  years  under  the  ownership  of  the  Steel 
Corporation  than  had  been  done  in  the  previous  forty 
years,  and  that  there  has  been  a  marked  improvement 
in  the  quality  of  the  Tennessee's  production  under  the 
management  of  the  present  officials  (R.,  XXV,  10493-4). 

James  D.  Moore,  hardware  merchant  of  Birmingham, 
Ala.,  testified  that  the  Steel  Corporation  had  been  of 
benefit  to  the  consumers  of  steel  products  in  the  South; 
that,  so  far  as  he  has  been  able  to  observe,  it  has  not 
restrained  any  competition,  and  has  developed  the  dis- 
trict very  much  and  made  conditions  in  that  particular 
line  very  much  better  than  they  were  before  (R.,  XXV, 
10549-50). 

Mr.  Perin,  Government  Expert,  testified  that  the  Steel 
Corporation  has  been  a  very  great  lesson  to  the  iron 
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industry  of  the  South;  that  it  has  given  all  the  iron 
masters  something  to  think  about  (R.,  Ill,  1007-8). 

Mr.  Farrell  said  that  since  the  formation  of  the  Steel 
Corporation  about  $424,000,000.  has  been  expended  for 
new  plant  equipments  and  extensions,  and  $123,000,000. 
for  replacement  and  rehabilitations ;  that  the  Gary  plant 
alone  cost  upwards  of  |80,000,000.,  and  the  new  tube 
works  at  McKeesport  and  Lorain  $27,000,000.  (R,  X, 
4074-6). 

Mr.  Filbert  said  that  these  expenditures  to  the  extent 
of  $349,796,000.  had  been  made  out  of  net  earnings  (R., 
XXVIII,  11703). 

(3)  In  Developing  Its  Foreign  Trade  in  Particular. 

Judge  Gary  testified  that  one  of  the  particular  pur- 
poses of  organizing  the  Steel  Corporation  was  to  increase 
the  export  business  (R.,  XII,  4733). 

Judge  Reed  testified  that  the  enormous  possibilities 
of  the  export  trade  were  the  burden  of  Mr.  Schwab's 
speech  at  the  Smith  dinner  (R.,  XIV,  5658),  and  that  so 
far  as  he  heard  the  purpose  of  the  organization  of  the 
Steel  Corporation  discussed  at  the  time,  it  was  to  form 
a  company  large  enough  and  strong  enough  to  build  up 
an  export  trade  all  over  the  world  (R.,  XIV,  5662-3). 

The  testimony  of  Mr.  Schwab  and  Mr.  Bacon  on  this 
point  has  already  been  mentioned  (supra,  pp.  38-9,  49- 
50). 

(a)    Conditions  Existing  Prior  to  the  Organization 
of  the  Steel  Corporation. 

It  appears  that  no  systematic  or  sustained  attempt 
was  ever  made  before  the  Steel  Corporation  was  formed 
to  develop  a  foreign  trade  in  any  steel  product,  with  the 
possible  exception  of  wire. 

Mr.  Farrell  testified  that  before  the  Steel  Corpora- 
tion was  formed  the  American  manufacturers  used  the 
foreign  markets  only  for  dumping  purposes;  that  they 
sold  abroad  only  when  they  were  unable  to  occupy  their 
mills  with  business  at  home  (R.,  XII,  4623-5). 
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On  cross-examination  Mr.  Farrell  testified  that  be- 
tween 1895  and  1901  the  American  manufacturers  were 
endeavoring  to  dispose  of  large  quantities  of  material 
in  the  foreign  markets,  and  in  doing  so  upset  those 
markets ;  that  as  a  consequence  of  this  prices  were  greatly 
demoralized  and  the  manufacturers  in  those  markets 
not  only  met  the  prices  made  by  the  Carnegie  Steel  Com- 
pany, but  made  lower  prices;  that  the  result  was  that 
thousands  of  tons  of  material  were  not  delivered  by  the 
Carnegie  Steel  Company ;  that  it  was  an  actual  fact  that 
the  buyers  of  their  products  paid  them  a  compensation 
to  let  them  out  of  the  contracts  after  the  market  had 
been  demoralized,  and  that  the  records  of  the  Steel  Cor- 
poration's office  in  London  show  that  over  fl00,000.  was 
paid  to  the  Carnegie  Company  by  buyers  for  cancelling 
contracts  after  they  had  thrown  this  material  on  the 
market  there  (E.,  XII,  4629-30). 

Mr.  Farrell  further  testified  that  in  the  year  1898 
the  bulk  of  the  foreign  rail  business  went  to  Canada  to 
the  Canadian  Pacific  Railroad.  He  said  that  there  was 
no  duty  on  rails  in  those  years  in  Canada,  and  that  the 
Canadian  Pacific  placed  large  orders  in  this  country, 
some  of  them  amounting  to  from  100,000  to  150,000  tons 
(E.,  XII,  4637-8).  He  said  that  the  Illinois  Steel  Com- 
pany was  not  doing  any  export  business  prior  to  the  for- 
mation of  the  Steel  Corporation  on  account  of  its  geo- 
graphical position  (E.,  X,  3828-29).  He  said  that  he 
remembered  one  order  shipped  overland  to  Japan  from 
the  Illinois  Steel  Company  before  the  Steel  Corporation 
was  formed;  that  it  moved  through  Seattle  and  Tacoma 
and  thence  in  one  of  the  Hill  Line  steamers;  that  this 
was  at  a  time  when  the  freight  rate  was  45  cents  from 
Chicago  to  Yokohama,  and  that  since  the  freight  rates 
have  been  readjusted  it  has  been  impossible  to  do  an 
export  business  from  the  Illinois  plant  (E.,  X,  3881-2). 

Mr.  Eoberts  testified  that  before  the  formation  of 
the  American  Bridge  Company  the  Pencoyd  Works  ex- 
ported fabricated  material  from  time  to  time,  but  that 
these  were  isolated  instances;  that  they  made  no  con- 
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tinuous  attempt  in  the  matter  owing  to  the  fact  that 
their  lines  of  goods  were  not  diversified  (R.,  XIII, 
4973). 

Mr.  Schwab  testified  that  prior  to  the  organization 
of  the  Steel  Corporation  the  Carnegie  Company  made 
spasmodic  attempts  at  foreign  trade;  that  in  dull  times, 
when  business  could  not  be  secured  at  home,  they  would 
make  attempts  at  foreign  business,  by  going  in  and  mak- 
ing an  unusual  price,  which  was  the  only  way  that  any 
foreign  business  could  be  secured  then,  inasmuch  as  they 
had  not  an  established  business,  or  business  connection, 
and  customers  were  not  inclined  to  buy  from  a  firm  which 
could  only  furnish  them  occasionally  (R.,  XI,  4139). 
He  said  that  "when  times  got  dull  and  we  needed  ton- 
nage, we  would  send  men  over  there  to  sell  at  any  price, 
in  any  quantity,  in  any  line  that  we  could.  When  busi- 
ness got  good,  we  did  not  care  to  take  that  low  price, 
spasmodic  business,  and  we  then  did  not  export.  In 
other  words,  we  had  not  developed  it  to  a  legitimate 
business  to  be  taken  at  all  times  and  under  all  condi- 
tions." He  said  he  had  reason  to  assume  that  the  situa- 
tion was  largely  the  same  in  other  companies  (R.,  XI, 
4305). 

One  of  the  early  exhibits  of  the  Government  (G.  E., 
Ill,  1133-5)  contains  the  minutes  of  a  meeting  of  the 
Carnegie  Steel  Company  of  September  20,  1898,  in  which 
is  recorded  a  letter  from  Mr.  Carnegie  to  Mr.  Schwab 
dated  at  Skibo,  August  15,  1898,  reading  as  follows : 

"I  should  like  the  Board  to  know  that  the 
foreign  business  we  are  doing  nets  two  dollars 
per  ton  less  than  the  domestic.  I  do  not  know 
who  is  responsible  for  this,  but  it  does  seem  to 
me  that  this  is  paying  ten  times  too  much  for 
glory.  I  know  that  Mr.  Hunsiker  represents 
that  we  shall  lose  the  British  trade  unless  we  keep 
on  supplying  it.  This  in  my  opinion  is  without 
foundation.  We  can  get  the  trade  any  time  we 
quote  50  cents  less  than  the  market,  and  not  a  ton 
should  be  sold  which  does  not  net  us  as  much  as 
we  can  net  at  home.     Such  are  my  views,  and  I 
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beg  you  to  lay  them  before  the  Board  and  ponder 
them  yourself." 

The  President's  reply  is  recorded  in  the  same  exhibit, 
and  reads  in  part  as  follows : 

"Keplying  to  your  letter  about  the  Foreign 
Business  netting  us  $2.00  per  ton  less  than  Domes- 
tic Business,  beg  to  say  that  our  policy  on  Foreign 
business  has  been  to  only  sell  our  surplus.  As  a 
rule  we  do  not  sell  abroad  unless  the  price  nets 
us  as  much  as  domestic  trade  nets  us,  unless  we 
are  unable  to  keep  our  Mills  running  full  on  domes- 
tic orders. 

"Be  assured  that  as  long  as  we  can  keep  our 
Mills  full  on  home  orders,  we  shall  sell  nothing 
abroad  that  does  not  net  us  as  good  prices  as 
home  products,  except  in  such  cases  as  we  are 
satisfied  would  lose  the  trade  if  we  refuse  to  sell 
entirely  and  cases  such  as  these  are  few"  (G-.  E. 
Ill,  1133-5). 

Charles  A.  Painter,  a  witness  for  the  Government, 
was  formerly  a  manufacturer  of  hoops,  bands  and 
cotton  ties  in  Pittsburgh.  He  testified  on  direct-examina- 
tion that  after  the  panic  of  1893  he  and  a  number  of 
other  hoop  manufacturers  got  up  a  little  company  to  go 
after  the  foreign  trade;  that  it  was  organized  by  the  dif- 
ferent manufacturers  to  handle  their  foreign  trade  as  a 
unit  instead  of  each  one  going  abroad  and  having  the 
expense  of  agents  and  the  expense  of  breaking  into  the 
foreign  trade;  that  the  company  ran  along  very  success- 
fully until  the  boom  came  in  1899  and  then  the  American 
prices  were  higher  than  the  English  prices  and  they  did 
not  do  very  much  business  abroad  (R,  V,  1974-5). 

James  Bowron,  a  witness  for  the  defendants,  is  a  steel 
manufacturer  of  Birmingham,  Ala.,  and  was  formerly 
connected  with  the  Tennessee  Company.  He  testified  that 
during  the  year  1897  that  company  worked  up  quite  an 
extensive  trade  in  shipping  iron  to  the  Mediterranean 
and  North  Sea  ports  and  to  some  extent  even  to  Japan 
and  other  foreign  countries.    He  said  that  this  business 
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was  not  profitable  and  barely  covered  the  out-of-pocket 
cost,  without  leaving  anything  for  the  depreciation  of 
the  plant  or  the  exhaustion  of  the  minerals  (B.,  XXV, 
10408).  He  said  that  in  1897  the  Tennessee  Company 
exported  about  100,000  tons  of  iron;  that  in  1898  the 
market  (domestic)  began  to  improve  and  their  export 
shipments  dropped  off,  and  that  in  1899  they  began  to 
turn  their  iron  into  the  steel  works  and  in  1900  (turned 
it)  into  the  steel  works  (E.,  XXV,  10439). 

Government  Exhibit  434  (G.  E.,  XIII,  2760)  shows 
that  the  American  Steel  &  Wire  Company  exported 
141,270  tons  of  wire  products  in  1900  and  153,177  tons 
in  1901. 

Mr.  Farrell  testified  that  the  Steel  &  Wire  Company 
did  a  larger  foreign  business  in  proportion  to  its  total 
production  than  any  of  the  other  companies  that  became 
subsidiaries  of  the  Steel  Corporation  (E.,  X,  3912),  and 
that  this  business  was  started  by  the  Pittsburgh  Wire 
Company  of  Pittsburgh  and  the  Iowa  Barbed  Wire  Com- 
pany of  Allentown,  Pa.,  before  they  were  taken  over  by 
the  Steel  &  Wire  Company  (E.,  X,  3910). 

Mr.  Stevenson,  a  witness  for  the  Government,  testified 
that  before  the  formation  of  the  American  Steel  &  Wire 
Company  the  Newcastle  Wire  Nail  Company,  with  which 
he  was  connected,  did  a  little  foreign  business  but  not 
at  a  profit;  that  before  that  time  there  was  mighty  little 
export  business  done  at  a  profit  (E.,  Ill,  1093) . 

Mr.  Benner  testified  that  in  1900  the  National  Steel 
Company  sold  billets  and  sheet  bars  in  the  London 
market,  according  to  his  recollection,  in  considerable 
quantities  (E,  VI,  2498-9). 

Judge  Gary  said  that  at  one  time  the  Illinois  Steel 
Company  had  a  little  foreign  business,  particularly  in 
rails,  because  in  those  days  the  freight  rates  were  so  very 
low  that  they  could  send  their  rails  to  San  Francisco 
and  thence  by  water  to  Japan,  and  perhaps  to  some  other 
countries ;  that  the  business  was  comparatively  small,  and 
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that  the  Illinois  Company  did  not  have  many  opportuni- 
ties for  doing  export  business  (R.,  XII,  4758). 

The  Government  introduced  in  evidence  a  copy  of  the 
ninth  annual  report  of  the  Illinois  Steel  Company  for  the 
year  ending  December  31,  1897  (G.  E.,  XIV,  2907-8). 
This  report  contains  the  following  statement: 

"During  the  past  year,  the  Illinois  Steel  Com- 
pany has  shipped  its  products  to  not  only  every 
State  and  territory  in  the  United  States,  but  also 
to  Canada,  Mexico,  South  America,  Africa,  all  the 
principal  cities  in  Europe,  Siberia,  Corea,  Japan, 
China  and  Australia.  The  export  feature  of  its 
business  has  grown  to  such  proportions  that  it  is 
an  almost  daily  occurrence  to  bill  goods  to  points 
varying  from  five  thousand  to  fifteen  thousand 
miles  distant." 

The  defendants  thereupon  put  in  evidence  as  Exhibit 
233  (D.  E.,  IX,  731)  a  statement  found  among  the  files 
of  the  Illinois  Steel  Company  by  the  present  secretary 
when  he  assumed  the  duties  of  that  office  over  ten  years 
ago  (R.,  XXX,  12142).  This  statement  is  entitled  "Illi- 
nois Steel  Company,  Statement  of  Export  Shipments 
During  the  Year  1897."  It  shows  the  products  exported 
by  the  Illinois  Steel  Company  in  the  year  1897  and  the 
countries  to  which  they  were  severally  exported.  It 
shows  no  exports  to  Africa,  Siberia,  China  or  Australia. 
The  amount  of  exports  to  South  America  are  given  as  4 
tons;  to  Corea,  2,648  tons;  to  Japan,  4,256  tons;  to  Eng- 
land, 4,210  tons;  to  Germany,  3,506  tons;  to  Mexico, 
2,324  tons ;  to  Belgium,  2,601  tons ;  to  France,  1,768  tons, 
and  to  Canada,  37,315  tons,  making  a  total  of  58,632  tons. 
The  shipments  to  Canada  were  nearly  all  heavy  rails 
and  related  parts. 

The  Government  also  offered  in  evidence  as  Exhibit 
427  (G.  E.,  XIII,  2710)  an  extract  from  the  annual 
statistical  report  of  the  American  Iron  and  Steel  Asso- 
ciation for  1897.  This  gives  the  tonnage  of  American 
exports  of  iron  and  steel,  including  pig  iron,  in  1896 
and  1897,  as  follows:  in  1896,  219,624  tons;  in  1897, 
565,092  tons. 
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The  Government  also  offered  in  evidence  a  table  show- 
ing the  aggregate  exports  of  most  of  the  subsidiaries  in 
the  year  1900  (G-  E.j  XIII,  2761). 

(b)  E forts  Made  by  the  Steel  Corporation  to  Develop 
a  Continuous  Foreign  Trade  and  the  Result. 

Mr.  Roberts  testified  that  shortly  after  the  formation 
of  the  Steel  Corporation,  the  executive  committee  had 
before  it  the  question  of  what  action  the  Corporation 
should  take  to  develop  and  maintain  a  foreign  trade; 
that  he  urged  at  the  various  meetings  that  in  order  to 
maintain  and  increase  their  foreign  trade,  the  Corpora- 
tion should  keep  a  foothold  at  all  times  in  foreign 
markets,  as  distinguished  from  the  practice  which  had 
theretofore  been  adhered  to,  of  selling  temporarily  and 
then  entirely  withdrawing  from  time  to  time;  that  this 
was  agreed  to  by  all  the  gentlemen  who  were  members 
of  the  committee,  and  was  put  in  practice  on  the  start 
of  the  Corporation  (E.,  XIII,  4968-9). 

Mr.  Roberts  identified  an  entry  appearing  in  the  min- 
utes of  the  executive  committee  under  date  of  May  28, 
1901,  headed:  "Export  Business  as  to  Selling  Agents." 
This  minute  records  a  report  addressed  to  the  president 
by  a  committee  theretofore  appointed  for  the  purpose  of 
recommending  some  plan  or  basis  on  which  the  export 
business  of  the  subsidiary  companies  should  be  conducted. 
The  report,  among  other  things,  recommended  the  con- 
solidation of  the  export  business  of  various  of  the  sub- 
sidiaries and  that  sales  abroad  should  be  confined  as 
largely  as  possible  to  finished  products.  After  some  dis- 
cussion over  the  report  it  was  finally  approved  after  ad- 
ding thereto  the  following: 

"The  representatives  of  the  selling  departments 
should  be  advised  that  the  policy  to  be  pursued 
is  to  maintain  our  export  business  under  all  cir- 
cumstances, and  to  increase  the  same  when  ex- 
pedient ;  *  *  *  The  idea  being  that  our  export 
trade  is  not  for  the  purpose  of  disposing  of  surplus 
products  from  time  to  time." 
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Mr.  Boberts  stated  that  lie  was  present  when  the  fore- 
going report  was  received  and  that  the  action  was  taken 
which  was  disclosed  by  the  minute.  He  stated  that  the 
export  business  was  reorganized  along  the  lines  therein 
stated,  consolidating  some  of  the  companies  and  bringing 
them  all  into  one  office  in  London,  and  that  so  far  as  he 
knows  the  policy  then  adopted  has  been  maintained  at 
all  times  since  the  date  of  that  meeting  (E.,  XIII,  4971- 
3). 

Mr.  Schwab  testified  that  after  the  Steel  Corporation 
was  formed,  he  brought  Mr.  Farrell  from  Pittsburgh  and 
put  him  in  absolute  charge  of  the  development  of  the  ex- 
port business  along  the  lines  of  the  theories  he  had  pre- 
viously advocated;  that  in  the  beginning  there  was  very 
little  export,  and  that  it  took  from  a  year  to  two  years 
to  get  the  export  department  started  (K.,  XI,  4147-8). 

On  cross-examination  Mr.  Schwab's  attention  was 
called  to  Government  Exhibit  426  (G.  E.,  XIII,  2709). 
This  exhibit  shows  export  tonnages  as  follows :  In  1899, 
942,689  tons;  in  1900,  1,154,284  tons;  in  1901,  700,857 
tons,  and  in  1902,  370,805  tons. 

Mr.  Schwab  stated  that  he  had  no  reason  to  question 
the  accuracy  of  the  figures  contained  in  the  exhibit,  but 
said: 

"I  think  that  it  does  not  detract  from  or  dis- 
prove my  theory ;  because  you  have  taken  the  sta- 
tistics over  a  very  short  period  and  at  a  time  when 
I  explicitly  stated  that  we  had  not  derived  any  of 
the  benefits  from  our  export  association. 

"If  you  want  to  make  the  statistics  correct, 
take  them  up  to  date ;  and  I  will  venture,  without 
knowing,  to  say  that  you  will  find  a  very  large 
increase  in  each  branch  of  the  business,  as  I  stated 
in  the  beginning  would  come  about  by  such  an  or- 
ganization" (B.,  XI,  4306-10). 

Mr.  Farrell  testified  that  when  the  Steel  Corporation 
was  formed  they  immediately  commenced  a  study  of  the 
foreign  markets,  and  carried  on  a  selling  organization 
up  to  the  time  of  the  formation  of  the  United  States  Steel 
Products  Company  (E.,  X,  3774)  ;  that  they  had,  in  the 
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early  stages  of  the  Corporation,  to  live  down  the  dumping 
business,  which  was  quite  prevalent  with  some  of  the 
companies  prior  to  the  formation  of  the  Steel  Corpora- 
tion   (R.,  X,  3842-3),  and  were  also  handicapped  for 
want  of  a  catalogue  and  cable  codes  (E.,  X,  3830-1) ;  that 
the  United  States  Steel  Products  Company  was  formed 
in  October,  1903,  "for  the  purpose  of  extending  the  for- 
eign business  of  the  various  subsidiary  companies,  and 
to  concentrate  the  operation  and  management  of  it  into 
one  company,  with  a  view  of  deriving  the  economic  ad- 
vantages   that   go   with   such   an   institution"    (R,    X, 
3774-5).     He  said  that  immediately  after  the  organiza- 
tion of  the  Steel  Products  Company  they  established 
offices  all  over  the  world,  and  prevailed  upon  the  Cor- 
poration management  to  make  large  expenditures  to  di- 
versify products  and  to  concentrate  products  in  certain 
mills;  that  at  the  time  he  testified  they  had  five  mills 
of  the  Steel  &  Wire  Company   operating  entirely   on 
foreign  business  and  producing  360,000  tons  a  year  for 
the  foreign  market;  that  on  the  Allentown  mill  alone 
they  had  spent  $800,000.  in  order  to  diversify  its  prod- 
ucts and  increase  its  opportunity  to  do  a  wider  range  of 
foreign  business;  that  the  Donora  plant,  which  was  ob- 
tained from  the  Union  Steel  Company,  is  operated  almost 
entirely  on  foreign  business,  and  that  its  output  has  in- 
creased from  about  8,000  tons  in  the  year  in  which  it  was 
taken  over  by  the  Steel  Corporation,  to  83,000  tons  in  1912. 
He  said  that  24  per  cent,  of  the  Carnegie  Company's  pro- 
duction, 12  per  cent,  of  the  National  Tube  Company's  pro- 
duction, 20.8  per  cent,  of  the  Sheet  &  Tin  Plate  Company's 
production,  20  per  cent,  of  the  American  Steel  &  Wire 
Company's  production,  30  per  cent,  of  the  Lorain  Steel 
Company's  production  and  8y2  per  cent,  of  the  American 
Bridge  Company's  production  was  exported  in  1912 ;  that 
the  efforts  of  the  Steel  Corporation  to  push  its  foreign 
business  have  been   continuous  and  indefatigable    (R., 
X,  3844-6),  and  that  this  branch  of  its  business  has  been 
built  up  from  290,000  tons  in  1903,  to,  he  thought,  2,246,- 
000   tons  in   1912    (R.,   X,   3843),   and  in   value  from 
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$31,388,138.86  in  1904  to  $91,984,239.15  in  1912  (E.,  X, 
3783).  (Deft's  Ex.  38,  D.  E.,  II,  178,  shows  that  the 
tonnage  in  1912  reached  2,537,435  net  tons).  He  said 
that  40,000  men  are  employed  in  manufacturing  goods 
which  the  Steel  Corporation  itself  exports  and  that  from 
fifteen  to  eighteen  thousand  are  employed  on  export  mate- 
rial which  the  Corporation  furnishes  to  other  manufac- 
turers who  fabricate  and  export  the  same  (R.,  X,  3848). 

With  respect  to  the  foreign  agencies  above  referred 
to,  Mr.  Farrell  said  that  these  have  been  established  in 
upwards  of  sixty  countries  and  number  268,  twenty 
of  which  are  very  large,  instancing  the  ones  in  London, 
Antwerp,  Paris,  Copenhagen  and  Stockholm  (R.,  X, 
3785).  Mr.  Farrell  produced  a  memorandum  giving  the 
location  of  these  various  agencies,  and  the  same  was 
offered  in  evidence  as  Defendant's  Exhibit  39,  (D.  E.,  II, 
179  R.,  X,  3785).  This  was  prepared  by  Henry  L.  Jones 
of  the  Products  Company,  who  afterwards  verified  the 
same  (R.,  XXVIII,  11710). 

It  will  be  noticed  that  there  are  five  of  these  agencies 
in  the  Argentine  Republic,  twenty-one  in  Australia,  eight 
in  Brazil,  three  in  British  India,  eleven  in  Canada,  four- 
teen in  Central  America,  twenty-four  in  Chili,  two  in 
China,  six  in  Columbia,  seven  in  Cuba,  four  in  the  Domin- 
ican Republic,  two  in  the  Hawaiian  Islands,  four  in  India, 
three  in  Italy,  three  in  Japan,  twenty-nine  in  Mexico, 
five  in  New  Zealand,  two  in  Norway,  thirteen  in  South 
Africa,  three  in  Tasmania,  six  in  Turkey,  two  in  Trinidad, 
two  in  Uruguay  and  four  in  Venezuela. 

Mr.  Farrell  said  that  the  Steel  Corporation  has  also 
established  a  number  of  foreign  warehouses;  that  these 
are  located  at  Johannesburg,  South  Africa;  Sidney,  New 
South  Wales;  Copenhagen,  Denmark;  Barcelona,  Spain; 
Singapore,  Straits  Settlement;  Valparaiso,  Callao, 
Buenos  Aires,  Rio  Janeiro  and  other  places,  about  forty 
altogether;  that  at  these  warehouses  they  carry  in  stock 
pretty  nearly  everything  the  Steel  Corporation  manu- 
factures in  finished  material.  He  said  that  the  Corpora- 
tion's products  are  moved  from  this  country  to  these 
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warehouses  direct  and  largely  in  vessels  chartered  by  the 
Corporation  for  that  purpose;  that  the  Corporation  or- 
dinarily has  under  charter  from  thirty-five  to  forty  steam- 
ers destined  to  all  parts  of  the  world,  to  many  of  which 
parts  regular  steamers  do  not  go ;  that  it  sells  its  product 
as  far  north  as  Iceland,  and  as  far  south  as  Punta  Arenas, 
Straits  of  Magellan,  and  in  the  South  Sea  Islands;  that 
at  the  time  he  was  testifying  they  were  sending  some 
bridges  to  Christmas  Island,  which  is  south  of  the  Fiji 
Islands,  and  about  400  miles  from  New  Zealand;  that 
the  managers  of  these  foreign  offices  are  almost  entirely 
Americans;  that  nearly  all  of  them  have  been  trained 
in  the  Corporation's  offices  here ;  that  the  Corporation  has 
a  civil  service  system  in  its  business,  and  the  men  are 
promoted  from  one  office  to  another  according  to  their 
ability  and  their  aptitude  for  business  in  certain  coun- 
tries; that  these  agents  invariably  speak  the  language  of 
the  countries  where  they  are  located;  that,  for  instance, 
the  agent  at  Batavia,  Java,  speaks  English,  Dutch,  Chi- 
nese and  Malay,  and  the  agent  at  Bombay,  Hindustani, 
English  and  French  (R.,  X,  3787-90,"  3836). 

Mr.  Farrell  said  that  the  American  Bridge  Company 
sends  erectors  of  its  fabricated  material  from  this  coun- 
try to  all  parts  of  the  world;  that  these  are  generally 
superintendents  and  foremen  and  sometimes  expert  rig- 
gers; that  at  the  time  he  testified  the  Bridge  Company 
had  men  at  work  building  viaducts  in  Peru,  two  sets  of 
erectors  in  Argentina,  two  in  China  and  some  in  South 
Africa  (R.,  X,  3801-3). 

Mr.  Farrell  gave  a  striking  account  of  the  business 
done  at  the  various  foreign  agencies  of  the  Steel  Cor- 
poration. This  will  be  found  on  pages  3785-3828, 
Volume  X,  of  the  Record,  but  is  too  long  to  be  even  ab- 
stracted here. 

Mr.  Corey  stated  that  the  Steel  Corporation  has  a 
well  defined  policy  to  maintain  at  all  times  a  large  ex- 
port business;  that  the  tonnage  of  the  export  business 
as  compared  with  the  balance  of  the  tonnage  of  the 
Corporation,  at  the  time  he  resigned  as  president,  was 
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between  18  and  20  per  cent.;  that  this  tonnage  was  all 
manufactured  in  this  country;  that  the  Steel  Corpora- 
tion had  no  mills  outside  of  the  United  States;  that  the 
tonnage  was  of  a  diversified  nature,  and  that  he  knows 
that  in  the  years  1909  and  1910  the  Steel  Corporation 
exported  to  forty-seven  different  countries,  from  Ice- 
land to  Tasmania  (R.,  VIII,  3040-1). 

Mr.  Gayley  stated  that  after  the  organization  of  the 
Steel  Corporation  an  export  department  was  created, 
and  the  Steel  Corporation  went  very  largely  and  con- 
tinuously into  the  export  business  (R.,  IX,  3593). 

Henry  B.  Lupton,  formerly  connected  with  the  Steel 
&  Wire  Company,  a  witness  for  the  Government,  testi- 
fied on  cross-examination  that  "it  is  the  magnificent  or- 
ganization of  the  export  department  of  the  Steel  Cor- 
poration which  accounts  for  their  success  to  a  large 
extent.  In  every  country  in  the  world  they  meet  the 
conditions;  for  instance,  they  have  to  have  different 
gauges  in  different  countries,  and  different  size  kegs.  In 
Japan  there  is  a  unit  which  is  different  from  elsewhere. 
Ours  is  a  keg  of  100  pounds,  but  theirs  is  a  keg  of  133 
pounds.  Now,  to  know  how  to  reach  all  the  different 
countries  and  supply  the  needs  according  to  the  cir- 
cumstances, and  give  them  prices  and  so  on  in  their  own 
money,  or  it  may  be  in  English  money — it  is  their  won- 
derful organization  that  enables  them  to  reach  out  as 
they  do"   (R,  V,  2033-4). 

Mr.  Farrell  testified  that  in  conducting  its  foreign 
business  the  Steel  Products  Company  has  been  free  and 
independent  and  has  never  operated  under  pools  or 
agreements  with  competitors,  either  domestic  or  foreign 
(R.,  X,  3834-5).  He  said,  however,  that  its  office  was 
an  encyclopedia  for  the  manufacturers  of  the  United 
States,  particularly  in  iron  and  steel  and  collateral  lines ; 
that  the  Products  Company  has  never  hesitated  to  give 
information  with  regard  to  conditions  and  credits  in 
countries  where  it  has  been  doing  business.  He  said 
that  the  Products  Company  furnishes  raw  and  semi- 
finished material  to  manufacturers  below  current  market 
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prices  to  enable  them  to  get  into  the  foreign  market ;  that 
he  had  had  prepared  a  list  of  150  manufacturers  to  whom 
the  Steel  Corporation  had  made  special  allowances  in 
order  to  enable  them  to  develop  a  foreign  business  (R.,  X, 
3835-6),  and  that  "anybody  that  wanted  to  develop  a 
foreign  business  received  our  assistance,  not  only  in  the 
way  of  special  prices,  but  we  would  lend  him  a  sales- 
man in  a  foreign  country  and  place  our  office  at  his  dis- 
posal, and  help  him  in  every  way  to  build  up  a  foreign 
business"  (R.,  XI,  4472).  He  said  that  the  annual  value 
of  the  raw  and  semi-finished  material  sold  by  the  Steel 
Corporation  to  American  manufacturers  at  reduced 
prices  for  the  purposes  stated  approximated  $30,000,000 
(R,  X,  3836). 

William  E.  Manning,  general  sales  manager  of  the 
Youngstown  Sheet  &  Tube  Company,  testified  that  his 
company  markets  a  portion  of  its  product  in  Canada, 
Mexico,  Cuba,  Porto  Rico  and  other  foreign  countries; 
that  it  has  been  selling  in  these  foreign  markets  since 
1905  or  1906  and  possibly  before;  that  its  export  ton- 
nage in  1905  or  1906  was  possibly  three  or  four  hundred 
tons,  and  in  1908  15,000  to  20,000  tons;  that  these  ex- 
port •  shipments  included  shipments  to  the  Panama 
Canal;  that  leaving  out  the  canal,  the  foreign  shipments 
amounted  in  1908  to  about  5,000  tons  (R.,  XIX,  7698, 
7708-9). 

Frank  H.  Gordon  stated  that  the  Lukens  Iron  &  Steel 
Company  markets  a  portion  of  its  product  to  Canada 
(R.,  XIX,  7851-2). 

Harry  D.  Westfal  stated  that  a  portion  of  the  prod- 
uct of  the  LaBelle  Iron  Works  was  sold  in  Canada  and 
a  little  in  Mexico  (R.,  XIX,  7874-5). 

Herbert  Sanborn  Smith  stated  that  the  Lackawanna 
Steel  Company  had  a  small  foreign  trade  in  rails,  but 
did  not  give  the  amount  (R.,  XIX,  7906). 

George  Bartol,  president  of  the  Otis  Steel  Company, 
of  Cleveland,  O.,  testified  that  his  company  competed 
to  a  limited  extent  in  Canada  and  Mexico  (R.,  XX, 
8290). 
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The  defendants  offered  in  evidence  as  Exhibit  20, 
nine  sheets  which  will  be  found  in  D.  E.,  Vol.  I,  at  pages 
149-157.  These  show  the  total  exports  in  gross  tons 
of  rolled  iron  and  steel  by  the  Steel  Corporation  and 
other  companies  during  the  years  1904-1911  inclusive, 
as  follows: 

Steel  Corporation.     Other  Companies. 

(Gross  tons.)  (Gross  tons.) 

1904 1,021,672  97,013 

1905 953,858  7,176 

1906 1,079,319  162,104 

1907 1,014,082  214,194 

1908 777,508  140,038 

1909 1,001,409  176,311 

1910 1,216,522  191,782 

1911 1,719,764  343,099 

From  this  it  appears  by  calculation  that  in  1904  the 
Steel  Corporation  did  91.31  per  cent,  of  the  rolled  iron 
and  steel  export  business  of  the  country,  and  in  1911 
83.36  per  cent. 

The  defendants  also  offered  in  evidence  as  Exhibit 
38  (D.  E.,  II,  178)  a  statement  showing  the  total  export 
shipments  of  the  Products  Company  between  1904  and 
1912  as  follows: 

Year.  Net  Tons.  Value. 

1904 1,123,322.6  $31,388,138.86 

1905 1,052,258.9  32,680,700.45 

1906 1,258,370.0  43,883,874.90 

1907 1,099,934.2  47,236,326.60 

1908 857,860.3  33,322,499.06 

1909 1,120,442.8  41,060,920.77 

1910 1,423,070.5  53,104,499.69 

1911 1,918,387.3  69,548,905.55 

1912 2,537,435.9  91,984,239.15 

Total.  .12,391,082.5  $444,210,105.03 
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The  defendants  also  offered  in  evidence  as  Exhibits  44 
and  68  (D.  E.,  II,  204,  and  III,  312)  statements  covering 
the  years  1902-1912,  showing  the  tonnage  of  all  kinds  of 
finished  and  semi-finished  products  shipped  by  the  Steel 
Corporation  to  customers  in  the  domestic  and  export  trade 
respectively.  These  show  that  in  1902  96.7  per  cent,  of  the 
Corporation's  tonnage  was  domestic  and  in  1912  82.9  per 
cent,  and  that  the  Corporation's  domestic  tonnage  in- 
creased during  that  period  35.9  per  cent.  They  show  cor- 
respondingly that  in  1902  the  Corporation's  export  ton- 
nage was  3.3  per  cent,  of  its  total  tonnage  and  in  1912 
17.1  per  cent. ;  and  that  its  export  tonnage  increased 
during  that  period  713.2  per  cent. 

The  defendants  also  offered  in  evidence  as  Exhibit  43 
(D.  E.,  II,  203)  a  comparative  statement  of  shipments 
and  gross  sales  in  export  and  domestic  business  for  the 
years  1904  and  1912.  This  shows  an  increase  in  the  Cor- 
poration's export  tonnage  of  123.8  per  cent,  during  the 
period  named,  and  in  the  selling  value  of  such  tonnage 
of  181.7  per  cent.  It  shows  that  the  average  price  re- 
ceived per  gross  ton  on  exports  in  1904  was  $27.22,  and  in 
1912  $34.24,  or  an  increase  of  25.8  per  cent.  It  further 
shows  an  increase  in  domestic  tonnage  of  87  per  cent,  and 
in  the  value  of  such  tonnage  of  65.2  per  cent.  It  shows 
that  the  average  price  per  gross  ton  received  for  domestic 
tonnage  in  1904  was  $41.34  and  in  1912  $36.53,  a  decrease 
of  11.6  per  cent.  This  statement  was  prepared  by  Mr. 
Filbert  and  was  verified  by  him  (R.,  XIV,  5558). 

The  defendants  also  offered  in  evidence  as  Exhibit  41 
(D.  E.,  II,  190-8)  a  partial  list  of  principal  products 
yielding  higher  prices  f.  o.  b.  mill  for  export  than  for 
domestic  shipments  at  periods  named.  This  list  names 
88  articles  and  gives  the  increase  in  price  per  ton  received 
for  the  same  over  the  domestic  price. 

Mr.  Parrell  said  that  he  had  had  this  exhibit  prepared 
in  the  office  of  the  Steel  Products  Company ;  that  it  was 
prepared  by  his  direction  from  the  original  records ;  that 
it  is  only  a  partial  list;  that  they  could  go  on  in  extenso 
and  prepare  a  list  that  would  probably  cover  one  hun- 
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dred  pages  of  similar  transactions  where  they  obtained 
higher  prices  in  foreign  markets  than  they  were  obtain- 
ing in  domestic  markets  (E.,  X,  3837-8). 

The  Government  offered  in  evidence  as  Exhibit  205 
(G.  E.,  IV,  1614)  a  statement  showing  the  average 
f.  o.  b.  mill  prices  received  by  the  Steel  Corporation  on 
certain  steel  products  shipped  in  the  export  trade  during 
the  years  1906-1910,  inclusive.  This  shows  only  nine 
articles  on  which  a  lower  price  was  obtained  in  1910  than 
in  1906. 

The  defendants  also  offered  in  evidence  as  Exhibit  67 
(D.  E.,  Ill,  308-11)  a  comparative  statement  showing 
the  average  selling  price  received  per  ton  f.  o.  b.  mills  for 
118  articles  sold  in  both  the  foreign  and  domestic 
markets.  This  covers  the  period  between  1904  and  1912 
and  gives  the  average  price  received  in  each  year  on  both 
domestic  and  foreign  sales.  It  will  be  noticed  that  on  a 
large  percentage  of  the  articles  the  spread  between  the 
domestic  and  export  prices  steadily  narrowed  during  the 
period  named,  and  that  this  was  occasioned  as  much  by 
the  raising  of  the  export  price  as  by  the  lowering  of  the 
domestic  price.  This  exhibit  was  prepared  by  Mr.  Filbert 
and  verified  by  him  (R,  XIV,  5557). 

Mr.  Corey  testified  that  combinations  and  kartels 
seemed  to  be  rather  prevalent  among  the  producers  of 
steel  products  in  European  countries ;  that  when  the  Steel 
Corporation  went  abroad  to  fight  for  business  it  had  to 
take  cognizance  of  these  conditions;  that  its  foreign 
agents  had  to  make  such  prices  as  might  be  necessary  to 
meet  the  prices  quoted  by  the  foreign  manufacturers ;  that 
in  the  foreign  markets  the  Steel  Corporation  obtained  the 
best  prices  it  could  get;  that  toward  the  end  of  the  time 
that  he  was  president  of  the  Steel  Corporation,  the  Steel 
Products  Company  had  become  so  well  established  and 
had  worked  up  such  a  line  of  customers,  and  trade  con- 
ditions in  the  world  were  such  that,  at  times  as  high 
prices  were  netted  to  the  mills  on  foreign  business  as  on 
domestic,  and  on  some  occasions  even  higher  on  certain 
contracts  (E.,  VU2,H§M%p)viicrosoft® 
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As  to  the  value  of  this  foreign  business  to  the  Steel 
Corporation  and  the  country  at  large,  Judge  Gary  said 
that  it  is  almost  beyond  calculation;  that  it  brings  large 
sums  of  money  to  this  country ;  that  it  furnishes  employ- 
ment to  thousands  of  workmen,  not  only  in  the  mines, 
furnaces  and  rolling  mills,  but  also  on  the  railroads  and 
steamboat  lines;  that  as  trade  is  seldom  apt  to  be  dull 
in  all  countries  and  in  all  lines  of  steel  production  at 
the  same  time,  the  Corporation's  diversity  of  products 
and  world-wide  agencies  furnish  a  steadiness  to  its  busi- 
ness which  enables  it  to  keep  its  mills  running,  its  men 
employed  and  its  organization  intact,  even  when  busi- 
ness is  dull  here  or  in  some  other  important  center  of  steel 
consumption  (E.,  XII,  4825-8). 

Mr.  Farrell  said  that  "It  seldom  happens  that  there 
is  a  world-wide  depression.  The  advantage  of  the  foreign 
market  is  that  our  business  might  be  good  in  Australia; 
there  might  be  good  crops  in  Australia,  and  the  wheat 
crop  in  Argentina  might  fail,  and  we  would  probably  do 
little  business  there.  Business  might  be  good  in  South 
Africa  and  very  bad  in  the  Balkan  States,  and  so  it  goes 
throughout  the  whole  of  the  kaleidoscope  of  the  world 
and  its  markets."  He  stated  that  it  has  frequently  hap- 
pened that  business  was  very  much  depressed  in  this 
country  while  good  in  other  countries ;  that  such  a  condi- 
tion occurred  in  1897,  1903,  1910  and  1911  (R.,  X, 
4128-9). 

Judge  Gary  said: 

"The  market  in  foreign  countries  for  our 
products,  which  furnishes  an  outlet  for  the  produc- 
tion of  iron  and  steel  in  this  country,  to  a  large 
extent  affords  relief  to  our  competitors,  particu- 
larly at  periods  of  great  depression  in  this  country. 
When  business  is  dull  it  is  of  decided  benefit  to  the 
iron  and  steel  trade  generally  to  have  a  company  like 
ours  with  such  an  organization  for  the  transaction 
of  export  business  as  we  have,  extending  through- 
out the  world,  ready  and  willing  to  push  its  export 
business,  and  thereby,  to  some  extent,  at  least,  to 
make  it  less  difficult  under  such  circumstances  for 
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our  competitors  in  this  country  to  keep  their  mills 
running  and  their  men  employed  and  their  bank 
indebtedness  paid.  I  think  in  that  respect  it  has 
been  a  decided  advantage"  (E.,  XII,  4825-6). 

With  Respect  to  the  Extent  to  which  the  Develop- 
ment op  Its  Foreign  Trade  Depended  upon  the 
Size  and  Strength  of  the  Steel  Corporation. 

Mr.  Farrell  testified  that  it  would  have  been  utterly 
impracticable  or  impossible  for  the  different  constituent 
members  of  the  Steel  Corporation  if  they  had  remained 
separate  and  distinct  to  have  developed  the  foreign  trade 
which  has  been  developed  by  the  Corporation  (R.,  X, 
3790-1).  He  said  that  when  the  Steel  Products  Com- 
pany was  formed  it  was  costing  these  subsidiaries  to  do 
foreign  business  between  7  and  11  per  cent,  on  the  in- 
voice value  of  their  exports;  that  by  1905  the  Steel 
Products  Company  had  reduced  this  cost  to  3  per  cent., 
and  by  1910  or  1911  to  .8  of  one  per  cent.  (R.,  X,  3791). 
He  said  that  the  Steel  Corporation  had  been  compelled 
to  make  a  study  of  the  markets  of  the  world;  that  they 
manufactured  materials  in  accordance  with  the  require- 
ments of  those  markets,  not  only  as  to  gauges  and  quali- 
ties, weights  and  measures,  but  as  required  by  them ;  that 
this  compelled  enormous  expenditures  and  that  it  would 
have  been  absolutely  impossible  for  a  concern  making 
only  one  or  two  lines  of  goods  to  have  done  that  sort  of 
thing  (R.,  X,  3842-3).  He  said  that  in  the  first  place 
a  concern  manufacturing  only  a  single  line  of  goods  could 
not  afford  the  selling  facilities  that  were  necessary  in  the 
export  line ;  that  a  pipe  manufacturer  could  not  afford  to 
establish  an  office  in  Singapore,  or  a  tin  plate  manufac- 
turer in  Valparaiso;  that  it  is  the  great  bulk  and  the 
diversity  of  the  products  that  the  Steel  Corporation  has 
been  able  to  offer  through  its  various  foreign  offices  that 
enables  it  to  do  this  large  business,  and  is  the  principal 
reason  why  a  smaller  concern  manufacturing  one  line  of 
goods  would  be  unable  to  cover  the  whole  world  with  their 
sales.    He  said  that  it  would  have  been  impossible  for  the 
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American  Steel  &  Wire  Company,  owing  to  the  cost,  to 
have  maintained  agencies  in  the  foreign  countries  in 
which  agencies  are  maintained  by  the  Steel  Products 
Company;  that  the  same  thing  would  apply  to  the 
Carnegie  Steel  Company,  even  to  a  greater  extent  because 
of  the  character  of  its  product,  which  is  not  as  widely 
consumed  as  wire  and  sheet  steel  products  (K.,  X,  3791- 
2) ;  that  before  the  formation  of  the  Steel  Corporation, 
the  National  Tube  Company  tried  maintaining  a  large 
warehouse  at  Johannesburg,  South  Africa,  and  was 
obliged  to  abandon  it  because  of  fluctuations  in  the  prices 
of  material,  and  the  cost  of  doing  business;  that  it  cost 
them  over  8  per  cent,  to  do  the  business  because  they  had 
one  line  of  goods  only  to  sell  (E.,  X,  4128)  ;  that  in  the 
export  market  one  product  sells  another;  that  by  having 
a  great  range  of  products,  the  buyer  has  an  opportunity 
to  order  practically  all  his  requirements  and  generally 
wants  to  buy  everything  that  he  can  from  one  concern 
(E.,  X,  3792).  He  said  that  the  foreign  business  is 
hazardous  by  reason  of  fluctuations  in  prices,  but  that  it 
is  rendered  less  hazardous  by  having  a  large  supply  of 
articles  for  sale  in  warehouses  such  as  the  Products  Com- 
pany maintains;  that  the  price  of  one  commodity  may 
decline  and  the  price  of  another  be  working  up ;  that  the 
average  of  business  is  more  or  less  a  stationary  factor, 
and  that  the  average  price  of  all  these  commodities  is  apt 
to  be  remunerative  (E.,  X,  4127-8). 

Mr.  Eoberts,  referring  to  the  Steel  Corporation,  testi- 
fied: 

"It  has  been  the  means,  the  very  great  means 
of  extending  trade,  not  only  domestic,  but  foreign; 
the  latter  in  a  way  which  could  not  have  been 
done  by  any  other  organization  now  in  existence 
in  this  country.  The  foreign  trade  is  only  possible 
by  reason  of  this  organization  and  the  diversified 
products  which  it  handles"  (E.,  XIII,  5017). 

George  W.  Simmons  of  the  Simmons  Hardware  Com- 
pany, St.  Louis,  testified  that  his  company  makes  the 
most  extensive  line  of  edged  tools  in  existence;  that  it 
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covers  everything  with  a  cutting  edge  or  in  any  way 
connected  with  tools  or  cutlery;  that  it  sells  its  products 
in  every  county  in  the  United  States  and  in  most  foreign 
countries ;  that  without  this  full  line  his  company  would 
do  practically  no  business  abroad ;  that  no  one  line  would 
be  sufficient  to  interest  foreign  buyers  and  that  it  is  the 
completeness  of  the  line  under  one  brand  and  one  uniform 
quality  that  they  seem  to  take  an  interest  in  (R.,  XXIII, 
9401-3). 

John  0.  Jay,  Jr.,  general  manager  of  sales  of  the 
Pennsylvania  and  Maryland  Steel  Companies  (R.,  XX, 
7966),  stated  that  his  companies  sold  steel  abroad;  that 
they  have  shipped  rails  to  Argentina;  that  their  largest 
foreign  business  is  with  Mexico;  that  with  the  exception 
of  Mexico  they  have  not  had  a  consistent  policy  in  regard 
to  foreign  business  and  their  foreign  business,  except  in 
Mexico,  has  not  increased  steadily.  He  said  that  he  is 
familiar  in  a  general  way  with  the  Steel  Corporation's 
foreign  trade ;  that  the  only  way  to  properly  sell  products 
abroad  is  by  having  just  what  the  Steel  Corporation 
has — a  consistent  foreign  policy ;  that  he  thinks  the  Cor- 
poration's foreign  policy  is  very  creditable  and  something 
that  every  American  should  be  proud  of  (R.,  XX,  7978-9) . 

On  cross-examination  Mr.  Jay  said  that  his  companies 
had  sold  abroad  as  the  exigencies  of  the  moment  de- 
manded; that  they  had  not  deliberately  set  out  to  build 
up  a  foreign  trade;  that  they  had  not  what  he  called  a 
consistent  foreign  policy,  and  that  he  did  not  think  any 
other  steel  manufacturer  in  this  country  except  the  Steel 
Corporation  had  had  such  a  policy.  He  stated  that  the 
Steel  Corporation's  facilities  would  not,  in  his  opinion, 
operate  to  the  disadvantage  of  his  companies  in  engaging 
in  the  foreign  trade;  that  his  companies  have  the  only 
steel  plant  in  this  country  which  is  located  on  tidewater 
and  that  they  also  have  Cuban  ore,  and  that  their  cost  of 
production  should  be  certainly  low  enough  to  enable  them 
to  compete  with  the  Steel  Corporation  in  certain  lines 
of  business;  that  in  his  opinion  such  a  company  as  his 
could  successfully  develop  a  foreign  trade;  that  it  is  all 
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a  matter  of  degree.  He  further  stated  that  in  his  opinion 
the  development  in  coming  years  of  foreign  business 
would  not  depend  upon  the  existence  of  such  an  institu- 
tion, in  size,  variety  of  production,  and  capital,  as  the 
Steel  Corporation  (K.,  XX,  7980-2). 

On  redirect-examination  Mr.  Jay  said: 

"It  stands  to  reason  that  a  large  concern  with 
a  great  diversity  of  products  and  a  great  deal  of 
capital  behind  it  and  a  great  deal  of  tonnage  which 
they  can  withdraw  from  the  home  market  without 
seriously  affecting  their  home  consumption,  can 
establish  a  business  abroad  more  easily  than  can 
a  concern  which  has  not  got  those  advantages"  (E., 
XX,  7995-6). 

William  H.  Donner,  President  of  the  Cambria  Steel 
Company,  said: 

"Our  export  business  is  practically  nothing. 
We  cannot  afford  to  have  agencies  all  over  the 
world,  the  same  as  the  Steel  Corporation.  *  *  * 
It  would  be  impossible  for  any  concern  as  small  as 
the  Cambria  to  maintain  agencies  all  over  the 
world,  because  there  are  only  certain  periods  in 
which  it  would  be  possible  for  us  to  do  business 
all  over  the  world"  (R,  XXVIII,  12039-40). 

As  to  the  Policy  Pursued  by  the  Steel  Corporation 
in  Carrying  on  Its  Business. 

First,  With  Respect  to  Its  Employes. 

(a)   Wages  Paid. 

Mr.  Farrell  testified  that  since  the  formation  of  the 
Steel  Corporation  the  wages  of  its  employes  have  been 
increased  28^2  per  cent.,  and  that  the  Corporation  is 
now  paying  out  $40,000,000.  a  year  more  in  wages  than 
it  paid  in  1901  (E.,  X,  3895-6).  He  presented  a  table 
(D.  E.,  II,  205)  (afterwards  verified  by  Mr.  Filbert,  E., 
XIV,  5560)  covering  the  years  1902-1912,  showing  the 
number  of  men  employed,  the  total  payrolls  and  the 
average  yearly  wage.     This  gives  for  1902  the  men  em- 
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ployed  as  168,127;  the  payrolls  $120,528,343.,  and  the 
average  wage  per  man  $716.88.  For  1912  it  gives  the 
men  employed  as  221,025,  the  payrolls  $189,351,602., 
and  the  average  wage  $856.70.  Mr.  Farrell  said  that  an 
advance  in  wages  effective  February  1,  1913,  made  the 
average  wage  for  1913  about  $920  (E.,  X,  3897). 

Judge  Gary  said  that  the  Corporation  had  reduced 
wages  only  once  during  its  existence;  that  this  followed 
the  extended  depression  of  1904  (E.,  XII,  4773)  ;  that  it 
made  this  reduction  only  after  it  had  passed  its  dividend 
on  its  common  stock,  and  that  it  restored  its  wages  before 
it  restored  its  dividends  (E.,  XII,  4776-7). 

Mr.  Corey  said  that  after  the  panic  of  1907-8  some  of 
the  other  large  (steel)  manufacturers  cut  the  wages  of 
their  employes,  but  that  the  Steel  Corporation  refused  to 
do  so,  although  asked  to  do  so  by  the  other  manufacturers 
(E.,  VIII,  3130-1). 

(b)   Welfare  Work. 

The  Corporation  has  installed  sanitary  and  safety  de- 
vices in  all  of  its  mills,  mines  and  steamships.  One  of  the 
leading  safety  devices  consists  in  enclosing  all  machinery 
with  wire  guards  so  that  a  man  does  not  get  his  members 
or  his  clothing  caught  in  the  moving  parts.  Every  emery 
wheel  on  which  grinding  is  done  is  protected  with  a  shield 
and  the  operators  are  provided  with  goggles — and  re- 
quired to  use  them.  Signs  are  posted  in  all  the  mills  in 
all  languages  warning  the  men  against  any  possible  in- 
jury, and  subways  have  been  constructed  between  the 
mills  so  that  the  men  do  not  cross  railroad  tracks.  Mr. 
Farrell  said  that,  roughly  speaking,  the  works  are  "a 
paradise"  today  compared  with  what  they  were  in  the  old 
days,  and  that  the  reduction  of  accidents  during  the  pe- 
riod between  1906  and  1912,  owing  to  their  safety  devices, 
is  estimated  to  have  been  40  per  cent.  (E.,  X,  4104-5). 

Thomas  Lynch  is  president  of  the  H.  C.  Frick  Coke 
Company.  He  testified  that  this  company  operates 
seventy-one  mines  and  sixty -four  coking  plants;  that 
it    is    conceded    by    mining    men    generally    in    Penn- 
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sylvania  that  no  mines  in  the  State  or  in  the  United. 
States  are  better  ventilated,  better  calculated  to 
preserve  the  lives  and  health  of  the  employes,  or  have 
more  safeguards  than  the  mines  of  his  company 
(R,  XV,  5799).  He  said  that  the  report  of  the  Penn- 
sylvania mine  inspectors  for  1911  shows  3.62  fatalities 
per  million  tons  of  coal  produced  in  the  bituminous  mines 
of  Pennsylvania  in  that  year;  that  the  United  States  re- 
port of  the  Bureau  of  Mines  for  1911  shows  that  the  ratio 
of  coal  mine  accidents  in  the  whole  United  States  in  that 
year  was  5.48;  that  the  records  of  Great  Britain  show 
4.47  fatalities  per  million  tons  in  1911,  and  that  the  fatal- 
ities per  million  tons  in  the  H.  0.  Frick  Company  in  the 
same  year  were  only  1.58  (R.,  XV,  5838-40). 

The  Corporation  has  also  established  a  voluntary  acci- 
dent relief  plan  under  which  an  injured  employe  obtains 
pecuniary  assistance  without  regard  to  the  nature  of  his 
injury  or  the  circumstances  under  which  it  was  received. 
Mr.  Farrell  said  that  the  plan  was  instituted  by  the  Steel 
Corporation  before  any  workmen's  compensation  laws 
were  passed  in  the  United  States ;  that  it  is  a  purely  vol- 
untary provision  made  by  the  Corporation  for  the  benefit 
of  all  employes  injured,  and  the  families  of  all  employes 
who  may  lose  their  lives  in  the  service  of  the  subsidiary 
companies ;  that  all  the  money  is  provided  by  the  Corpora- 
tion with  no  contribution  whatever  from  the  employes; 
that  relief  is  paid  regularly  regardless  of  liability,  and 
without  any  legal  proceedings ;  that  the  relief  paid  to  and 
for  injured  men  and  families  during  1910-12  amounted  to 
$5,304,321.16  (R.,  X,  4107-8). 

The  Corporation  also  has  a  pension  system  applicable 
to  all  employes  who  reach  the  age  of  sixty  years  in 
the  case  of  men  and  fifty  years  in  the  case  of  women  and 
who  have  been  twenty  years  or  more  in  the  service  of  the 
Steel  Corporation  or  any  of  its  subsidiaries.  The  pension 
applies  after  fifteen  years  of  service,  when  an  employe 
is  totally  incapacitated.  Under  this  plan  the  Steel  Cor- 
poration provides  a  fund  of  |8,000,000.,  the  income  from 
which,  together  with  the  income  from  $4,000,000.  pro- 
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vided  by  Mr.  Carnegie,  is  used  for  pension  requirements. 
Any  excess  of  these  requirements  over  the  income  from 
these  funds  the  Corporation  supplies.  The  average  pen- 
sion granted  is  f 20.30  per  month  (Farrell,  K.,  X,  4106-7). 

The  Corporation's  welfare  work  was  further  described 
by  Judge  Gary  in  Vol.  XII  of  the  Record,  at  pages  4781-3. 

Mr.  Perin,  speaking  of  labor  conditions  existing  in 
the  Tennessee  Company  since  1907,  stated  that  wages 
have  been  uniformly  higher ;  that  the  conditions  of  labor 
have  been  better,  and  that  the  welfare  work  of  the  Cor- 
poration probably  represents  the  interest  on  three  million 
dollars  (R.,  111,1007-8). 

(c)   Stock  Subscription  Plan. 

This  was  described  by  Judge  Gary  as  follows : 

"At  the  beginning  of  each  year  we  offer,  and  for 
a  good  many  years  have  offered,  our  employes  the 
privilege  of  subscribing  to  shares  of  the  Steel 
Corporation  at  a  price  a  little  under  the  then 
existing  market,  to  be  paid  for  in  installments  not 
more  than  a  certain  amount,  charging  the  employes 
5  per  cent,  interest  on  the  deferred  payments,  and 
allowing  them  the  full  dividends  on  the  stock ;  and 
at  the  end  of  each  year,  for  five  years,  giving  to 
the  employe  stockholders  in  addition  a  rebate  from 
the  original  price  of  f  5.  per  year  per  share  on  the 
preferred  stock  and  $3.50  per  share  per  year  on  the 
common  stock.  At  the  end  of  five  years,  if  the  em- 
ploye remains  in  the  employ  of  the  company  or  has 
not  been  discharged  from  the  employ  of  the  com- 
pany, he  receives  the  full  title  to  the  stock.  If  in  the 
meantime  he  leaves  without  our  consent,  or  is 
guilty  of  conduct  which  compels  us  to  discharge 
him,  then  he  does  not  get  the  stock,  but  he  gets 
his  money  back  with  interest,  with  the  dividends 
which  have  been  declared  and  paid." 

The  Judge  added  that  a  subscriber  may  pay  for  his 
stock  without  waiting  the  full  period  of  five  years,  and 
that  if  he  does  he  gets 'his  stock  at  once  (R.,  XII,  4927) . 

Mr.  Farrell  said  that  this  plan  was  inaugurated  in 
1903  (R.,  X,  4109). 
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Mr.  Filbert  said  that  within  the  five  year  period  end- 
ing December  31,  1912,  32,248  employes  of  the  Steel  Cor- 
poration and  its  subsidiaries  had  acquired  stock  under 
the  stock  subscription  plan  and  then  held  the  same  of 
record ;  that  while  he  did  not  have  the  figures  beyond  the 
five  year  period,  he  knew  there  was  a  large  amount  of 
stock  owned  by  employes  acquired  before  that  time 
(R,  XIV,  5572). 

Mr.  Farrell  stated  that  in  addition  to  the  registered 
holders  of  stock  on  May  1,  1913,  there  were  21,630  em- 
ploye subscribers  who  were  paying  for  their  stock  in 
installments  (B.,  X,  4094). 

This  stock  subscription  plan  probably  accounts  for 
the  remarkable  number  of  small  holders  of  Steel  Cor- 
poration stock  shown  on  Defendants'  Exhibit  191  (D.  E., 
VIII,  624).  This  exhibit  shows,  as  alleged  in  the  30th 
paragraph  of  defendants'  answer  that  in  the  fall  of  1911 
88  per  cent,  of  the  holders  of  common  stock,  and  92  per 
cent,  of  the  holders  of  preferred  stock,  held  less  than 
one  hundred  shares  each.  It  also  shows  that  more  than 
a  majority  held  less  than  ten  shares  each. 

The  defendants  also  offered  in  evidence  a  pamphlet 
entitled  "United  States  Steel  Corporation;  Bureau  of 
Safety,  Relief,  Sanitation  and  Welfare,"  which  was 
marked  Defendants'  Exhibit  64,  but  not  printed,  as  suf- 
ficient original  copies  can  be  supplied. 

This  pamphlet  describes  with  some  fulness  the  vari- 
ous systems  established  by  the  Steel  Corporation  to 
better  the  condition  of  its  employes. 

Second,  with  Respect  to  its  Competitors. 

(a)   The  matter  of  Railroad  Rebates. 

The  Government  offered  in  evidence  the  minutes  of 
a  meeting  of  the  Carnegie  Steel  Company  held  July  19, 
1898  (G.  E.,  Ill,  1118),  in  which  is  recorded  a  report 
made  by  Mr.  Lauder  on  the  subject  of  the  purchase  of 
what  are  called  the  "Pioneer  Mine  Leases."  In  the  course 
of  this  report  Mr.  Lauder  states  that  an  arrangement 
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had  been  made  with  Mr.  H.  H.  Porter  by  which  the  latter 
had  agreed  that  if  the  Carnegie  Company  gave  him  500,- 
000  tons  of  traffic  per  annum  on  his  railroad  (the  Duluth 
&  Iron  Range),  he,  Porter,  would  indirectly  make  such 
rates  of  freight  as  would  allow  the  Carnegie  Company 
to  deliver  the  Pioneer  and  neighboring  ores  at  the  Lake 
Superior  ports  at  the  same  cost  as  the  Norrie  and  Tilden 
ores. 

The  Government  also  offered  in  evidence  an  extract 
from  the  minutes  of  the  Carnegie  Steel  Company  of 
June  6,  1900  (G.  E.,  II,  439),  in  which  Mr.  Gayley  re- 
fers to  a  contract  under  consideration  between  the  Fed- 
eral Steel  Company,  the  Carnegie  Company  and  the 
Oliver  &  Snyder  Steel  Company,  respecting  a  freight  rate 
on  the  Duluth  &  Iron  Range  Railroad  on  ore  from  the 
Vermillion  Range.  He  stated  that  the  Carnegie  Com- 
pany had  had  an  arrangement  with  the  railroad  for  some 
time  to  carry  ore  at  the  rate  of  60  cents  paying  cur- 
rently, however,  f  1.00  per  ton,  but  that  they  had  not  been 
able  to  collect  their  money  for  the  reason  that  there  was 
no  fixed  method  of  payment,  and  the  railroad  had  feared 
rebating;  that  Judge  Gary  thought  that  if  they  made 
the  contract  then  proposed  they  could  find  a  way  to  pay 
the  Carnegie  Company  the  amount  due,  which  approxi- 
mated |200,000,  and  make  the  further  payments  or  re- 
bates required.  It  was  resolved  that  Messrs.  Oliver  and 
Gayley  be  authorized  to  negotiate  with  the  Federal  Steel 
Company  to  the  end  of  making  a  contract  covering  ore 
shipments  from  the  Vermillion  Range  over  the  Duluth 
&  Iron  Range  Railroad  at  a  net  freight  rate  of  60  cents 
for  the  term  of  forty  years. 

The  Government  also  offered  in  evidence  the  minutes 
of  the  Carnegie  Steel  Company  of  July  9,  1900  (G.  E., 
II,  441),  in  which  is  recorded  an  agreement  dated  July 
9,  1900,  between  the  Carnegie  Company  and  the  Oliver 
&  Snyder  Steel  Company,  of  the  first  part,  and  the  Fed- 
eral Steel  Company,  of  the  second  part.  This  agreement 
provides  for  exclusive  shipments  by  the  Carnegie  Com- 
pany and  Oliver  &  Snyder  Company  of  all  their  Vermil- 
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lion  ores  over  the  Duluth  &  Iron  Range  Railroad  for  a 
period  of  forty  years  at  regular  tariff  rates,  and  for  a 
rebate  to  be  paid  by  the  Federal  Steel  Company  of  from 
35  to  40  per  cent,  of  the  freight  paid  to  the  Railroad 
Company. 

The  Government  also  offered  in  evidence  the  minutes 
of  a  meeting  of  the  Carnegie  Company  held  May  5,  1896 
(G.  E.,  Ill,  1031),  in  which  Mr.  Leishman  is  reported 
as  stating  his  understanding  that  a  railroad,  referred  to 
as  the  "Butler  &  Pittsburgh  Railroad,"  is  to  be  built. 

The  Government  also  offered  in  evidence  the  minutes 
of  a  meeting  of  the  Carnegie  Steel  Company  held  May 
12,  1896  (G.  E.,  Ill,  1031-2),  in  which  Mr.  Frick  is  re- 
corded as  making  the  following  statement: 

"Mr.  Carnegie  and  I  had  an  interview  with 
the  Pennsylvania  Railroad  officials  at  Philadel- 
phia yesterday,  with  a  very  satisfactory  result. 
We  are  on  good  terms  with  that  road;  made  an 
advantageous  freight  arrangement  on  ore,  coke  and 
limestone,  as  well  as  on  other  shipments  in  and 
out;  and  the  Butler  &  Pittsburgh  Road  will  go 
out." 

The  minutes  further  record  that — 

"Mr.  Carnegie  followed  with  some  interesting 
details  of  the  interview,  saying  that  the  arrange- 
ment is  a  very  good  one,  better  than  could  have 
been  made  had  the  action  regarding  the  new  road 
been  not  taken." 

The  Government  also  offered  the  minutes  of  a  meeting 
of  the  Carnegie  Steel  Company  under  date  of  August 
4,  1896  (G.  E.,  Ill,  1035),  in  which  is  recorded  a  letter 
from  Mr.  Carnegie  dated  July  22,  1896,  in  which  among 
other  things  he  said : 

"If  Mr.  McCague  lets  a  week  pass  without  get- 
ting a  reduction,  he  isn't  the  man  for  so  important 
a  place.  I  hope  he  is  getting  the  private  rates  of 
competitors  and  using  them  to  enforce  reductions 
for  our  traffic.  He  ought  to  report  to  the  Board 
every  week  what  he  has  been  about,  and  what 
done." 
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The  Government  also  offered  in  evidence  the  minutes 
of  a  meeting  of  the  executive  committee  of  the  Steel  Cor- 
poration held  April  10,  1901  (G.  E.,  Ill,  956-7).  At  this 
meeting  there  appears  to  have  been  a  discussion  with  re- 
gard to  freight  rates,  and  Mr.  Converse,  who  was  formerly 
president  of  the  National  Tube  Company,  is  reported 
as  having  expressed  the  opinion  that  "it  is  far  better  to 
have  a  high  rate,  just  as  high  as  it  can  be,  if  they  (the 
railroads)  will  give  us  some  definite  and  distinct  rebate 
or  preference  in  some  other  way."  The  same  minutes 
record  a  reply  made  by  Judge  Gary  as  follows:  "We 
cannot  afford  to  take  the  position  of  asking  any  railroad 
directly  or  indirectly  to  discriminate  in  our  favor." 

The  Government  offered  no  evidence  whatever  of 
freight  rebating  since  the  formation  of  the  Steel  Corpora- 
tion. 

A  resolution  was  passed  by  the  House  of  Representa- 
tives  on  January  28,  1905,  instructing  the  Department  of 
Commerce  and  Labor  to  investigate  the  Steel  Corpora- 
tion and  its  competitive  practices  (G.  E.,  V,  Pt.  1,  1615). 

James  R.  Garfield,  who  thereupon,  as  Commissioner 
of  Corporations,  investigated  the  Steel  Corporation  in 
1905-7,  testified  that  he  had  examined  the  reports  of  the 
railroads  and  of  the  Steel  Corporation  itself  in  a  manner 
similar  to  that  employed  by  him  in  the  Standard  Oil  case 
and  that  he  had  discovered  no  rebating  practices  whatso- 
ever in  which  the  Steel  Corporation  was  involved  (E., 
XV,  6190). 

Judge  Gary  testified  that  he  recalled  the  circum- 
stances of  the  promise  of  rebates  made  between  the  Carn- 
egie Steel  Company  and  the  Minnesota  Iron  Company 
about  1898,  and  said  that  this  was  an  arrangement  by 
Mr.  Porter  with  Mr.  Harry  Oliver  prior  to  the  organiza- 
tion of  the  Federal  Steel  Company;  that  it  was  carried 
into  effect,  and  the  contract  signed,  after  the  Federal 
Steel  Company  was  organized;  that  the  effect  of  it  was 
to  give  a  rebate  of  35  cents  a  ton  to  the  Carnegie  Com- 
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pany.  He  said  that  he  had  nothing  to  do  with  the  making 
of  this  contract  and  would  not  have  made  it  under  any 
circumstances;  that  the  Federal  Steel  should  have  had 
that  ore  and  probably  would  have  had  it  except  it  was 
limited  in  its  supply  of  cash  or  cash  resources;  that  Mr. 
Porter  made  the  contract  with  a  view  of  securing  the 
transportation  of  the  ore  over  the  Duluth  &  Iron  Eange 
Eailroad  which  had  been  one  of  his  pet  projects;  that 
the  Minnesota  Company  had  the  privilege  of  buying  that 
ore;  that  it  was  a  splendid  proposition  and  that  he, 
Oliver,  let  it  go  under  those  circumstances  and  made  that 
arrangement  (E.,  XIII,  5283-4). 

With  respect  to  the  statement  by  Mr.  Gayley  in  the 
Carnegie  minute  of  June  6,  1900,  to  the  effect  that  Judge 
Gary  thinks  that  if  they  (the  Carnegie  Company)  make 
a  new  contract  as  proposed  the  Federal  can  find  a  way 
to  pay  the  old  rebate  of  $200,000  then  due,  Judge  Gary 
said  that  he  had  no  recollection  with  regard  to  the  mat- 
ter. Nor  did  he  recollect  at  all  the  forty-year  contract 
recorded  in  the  minutes  of  July  9, 1900  (E.,  XIII,  5284-5) . 

Judge  Gary  said  that  many  years  ago,  feeling  that 
some  of  their  subordinates  might  be  tempted  to  accept 
rebates  if  offered  by  any  railroad  desiring  business,  he 
brought  the  matter  before  the  Finance  Committee  who 
agreed  with  the  suggestion  that  he  should  make  it  ab- 
solutely certain  that  this  would  be  impossible,  and  that 
he  then  dictated  a  letter  and  had  the  president  of  the 
Steel  Corporation  send  it  to  the  presidents  of  all  the  prin- 
cipal railroads  with  whom  the  Steel  Corporation  was 
doing  business,  stating  in  substance  that  under  no  cir- 
cumstances would  any  of  the  Steel  people  be  allowed  to 
accept  any  rebates  (E.,  XII,  4790) .  A  copy  of  this  letter 
was  subsequently  produced  in  evidence  as  Defendants' 
Exhibit  65  (D.  E.,  Ill,  295).    It  reads  as  follows: 

"September  20,  1905. 
Personal. 

Dear  Sir: 

As   you   know,    this    corporation     long   since 
adopted  the  unalterable  policy  of  recommending 
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to  subsidiary  companies  in  which  it  is  interested 
that  under  no  circumstances  should  rebates  be  sol- 
icited or  received  contrary  to  law.  This  policy 
will  be  strictly  adhered  to,  and  it  is  hoped  and  ex- 
pected your  subordinates  will  be  advised  and  in- 
structed accordingly. 

If  anyone  should  at  any  time  violate  his  in- 
structions in  this  respect,  notice  of  the  same 
should  be  promptly  given  to  the  president  of  the 
subsidiary  company  interested  and  also  to  the  un- 
dersigned. 

Yours  very  truly, 

W.  E.  Corby, 

President." 

Appended  to  the  Exhibit  are  the  names  of  twenty-six 
railroad  presidents  to  whom  this  was  sent. 

(b)   The  Matter  of  Fair  Trading. 

The  Government  offered  in  evidence  the  minutes  of 
the  Carnegie  Steel  Company  under  date  of  January  3, 
1899  (G.  E.,  Ill,  1175-80) .  These  minutes  record  a  letter 
from  Mr.  Carnegie  to  the  Secretary  under  date  of  Decem- 
ber 30th,  1898.  In  the  course  of  this  letter  Mr.  Carnegie 
states : 

"In  the  case  of  this  Tin  Plate  Company  as  in 
the  case  of  the  American  Wire  Company,  if  our 
President  steps  forward  at  the  right  time  and  in 
the  right  way,  informs  these  people  that  we  do  not 
propose  to  be  injured,  on  the  contrary,  we  expect 
to  reap  great  gains  from  it,  that  we  will  observe 
an  'armed  neutrality'  as  long  as  it  is  made  to  our 
interests  to  do  so,  but  that  we  require  this  arrange- 
ment:— then  specify  what  is  advantageous  for  us, 
very  advantageous,  more  advantageous  than  ex- 
isted before  the  combination,  and  he  will  get  it. 
If  they  decline  to  give  us  what  we  want,  then  there 
must  be  no  bluff.  We  must  accept  the  situation 
and  prove  that  if  it  is  fight  they  want,  here  we  are 
'always  ready.'  Here  is  a  historic  situation  for 
the  Managers  to  study — Kichelieu's  advice: — 
'First,  all  means  to  conciliate;  failing  that,  all 
means  to  crush.'     Shakespeare  has  it: — 'First  in 
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your  right  hand  carry  gentle  peace;'  but  after 
Peace  is  gone  the  worst  policy  in  the  world  is 
'gentle  war.' " 

The  Government  also  offered  in  evidence  the  minutes 
of  a  meeting  of  the  Carnegie  Company  held  October  16, 
1899  (G.  E.,  Ill,  1283),  in  which  is  recorded  a  letter 
from  Mr.  Carnegie  dated  September  28,  1899.  In  the 
course  of  this  letter  Mr.  Carnegie  remarked: 

"My  view  is  that  sooner  or  later  Harrisburg, 
Sparrow's  Point  and  Scranton  will  cease  to  make 
rails,  like  Bethlehem.  The  Autumn  of  last  year 
seemed  as  good  a  time  to  force  them  out  of  the  busi- 
ness as  any  other.  It  did  not  prove  so.  The  boom 
came  and  cost  us  a  great  deal  of  money.  This  year 
it  seems  to  me  the  chances  are  all  in  favor  of  high 
prices  for  rails,  upon  which  Eastern  concerns  can 
live.  It  is  not  a  good  time  for  us  to  fight.  There- 
fore, I  favor  making  arrangements  this  year,  but 
it  should  be  upon  a  basis  very  different  from  that 
which  has  prevailed  with  Eastern  Mills,  which  had 
an  unfair  proportion." 

The  Government  also  offered  in  evidence  the  minutes 
of  a  meeting  of  the  Carnegie  Company,  held  July  3,  1900 
(G.  E.,  VI,  1879).  These  minutes  contain  a  communica- 
tion from  Mr.  Carnegie  dated  June  20,  1900,  in  the  course 
of  which  he  said : 

"In  the  former  depressions  we  announced  our 
policy,  viz. :  take  all  the  orders  going  and  run  full. 
Our  competitors  believed  we  meant  what  we  said 
and  this  no  doubt  operated  to  clear  the  field.  One 
after  the  other  dropped  out;  finally  Pennsylvania 
Steel  dropped  out  and  only  a  few  remained  who 
could  meet  the  lowest  prices." 

The  Government  also  offered  in  evidence  the  minutes 
of  a  meeting  of  the  Carnegie  Company  held  August  26, 
1902  (G.  E.,  II,  475).  These  minutes  record  a  statement 
by  Mr.  Bope  as  follows : 

"The  President  directed  me,  a  few  days  ago,  to 
go  after  Sheet  Bar  Tonnage,  and  we  have  closed 
for  between  five  and  six  thousand  tons  at  very 
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good  prices,  one  sale  being  at  $33.00  our  works. 
We  have  to  do  this,  because  the  Sheet  Steel  and 
Tin  Plate  Companies  are  not  requiring  the  tonnage 
in  this  line  that  we  have  to  dispose  of.  Our  selling 
to  the  independent  mills  at  high  prices  ought  to 
react  to  the  benefit  of  the  Tin  Plate  and  Sheet 
Steel  Companies  later,  because  if  we  can  fill  these 
other  people  up  at  high  prices  our  Companies  can 
cut  prices  and  take  the  orders." 

Also  the  minutes  of  a  meeting  of  the  Carnegie  Com- 
pany held  September  23, 1902  (G.  E.,  II,  476) .  Mr.  Bope 
is  there  reported  to  have  said: 

"The  Tin  Plate  Company  are  covered  by  eon- 
tracts  up  to  the  first  of  December.  At  that  time 
they  anticipate  making  a  heavy  cut  in  prices, 
which  they  think  will  put  90%  of  their  competitors 
out  of  business." 

For  the  defendants  Mr.  Bope  was  called  and  testified 
that  his  statement  recorded  in  the  minutes  of  the  meeting 
of  August  26,  1902,  was  merely  a  statement  of  a  theory 
of  what  might  be  done  which  never  was  done;  that  he 
did  not  know  that  any  such  thing  as  he  spoke  of  there 
had  been  done  by  either  the  Tin  Plate  or  Sheet  Steel 
Company  or  any  other  subsidiary  of  the  Steel  Corpora- 
tion at  any  time  after  the  Steel  Corporation  was  formed ; 
that  he  knew  of  such  practices  before  1901  and  not  after- 
wards. On  being  asked  what  he  had  in  mind  when  he 
made  the  remark  recorded  in  the  minutes  he  answered: 

"Why,  I  had  so  recently  come  from  a  school 
where  we  were  taught  such  things  as  that,  that  I 
still  had  some  of  those  ideas  in  mind." 

With  respect  to  the  remark  at  the  meeting  of  Septem- 
ber 23rd  as  to  an  anticipated  cut  in  prices  by  the  Tin 
Plate  Company,  Mr.  Bope  said  that  he  had  no  personal 
knowledge  of  anything  of  that  kind,  but  merely  heard  a 
rumor ;  that  at  that  time  he  was  General  Sales  Agent  and 
Manager  of  the  Carnegie  Company  and  also  Chairman  of 
the  Sales  Managers  of  all  the  companies,  and  that  he 
never  heard  of  any  such  practice  as  he  alluded  to  in  his 
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remarks  having  been  authorized  or  sanctioned  by  the 
Steel  Corporation ;  and  that  no  authority  had  been  given 
to  him  or  to  his  associates  by  the  Steel  Corporation,  or 
any  of  its  officers,  to  pursue  a  practice  or  theory  of  com- 
petition of  the  character  alluded  to  in  his  remarks.  He 
also  said  that  to  the  best  of  his  knowledge  no  such  thing 
was  done  by  the  Tin  Plate  Company  or  the  Sheet  Steel 
Company  as  he  alluded  to  in  his  remarks  (R,  XXVII, 
11469-72). 

Speaking  of  the  attitude  observed  by  the  Steel  Cor- 
poration toward  its  competitors,  Judge  Gary  said: 

"  We  have  treated  our  competitors  as  com- 
petitors. We  have  pushed  our  business  and 
pushed  it  hard.  Our  competition  has  always 
been  active  and  keen;  and  we  have  done  business 
with  our  competitors  in  a  business  way;  but  we 
have  treated  our  competitors  as  gentlemen  ought 
to  be  treated.  At  least  that  has  been  our  en- 
deavor. We  have  been  of  benefit  to  them  when- 
ever we  could.  If  we  have  been  dishonest  or 
tricky  or  mean  in  our  treatment  of  our  com- 
petitors it  has  not  been  done  with  the  consent  or 
knowledge  of  those  in  control  of  the  affairs  of 
the  Steel  Corporation,  its  board  of  directors,  its 
finance  committee  or  its  officers.  We  have  tried 
to  be  frank  and  open  with  them.  We  have  ad- 
mitted them  to  our  mills.  We  have  given  them 
our  figures.  We  have  frankly  stated  to  them 
our  business  conditions  in  detail  and  in  every  way 
have  tried  to  give  them  the  benefit  of  our  ex- 
perience; so  that  I  am  justified  in  saying  we  have 
fostered  competition. 

****** 

"In  olden  days  the  rule  in  this  country  was 
different  in  this  line  of  business.  I  have  no  "doubt 
the  suggestion  of  Mr.  Carnegie  which  was  read 
in  court  a  few  days  since  when  I  was  present  (re- 
ferring to  the  Carnegie  minute,  supra),  repre- 
sented not  only  his  views  but  the  views  of  his 
associates  and  the  views  generally  held  amongst 
those  who  were  in  charge  of  the  iron  and  steel 
industry  of  this  country.  There  was  a  compe- 
tition that  was  bitter,  fierce,  destructive.  If  it 
did  not  absolutely  drive  competitors  out  of  busi- 
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ness,  it  so  harassed  and  injured  them  as  to  pre- 
vent them  from  extending  their  business,  or  from 
taking  advantage  of  their  location,  and  at  times 
compelled  them  to  close  their  mills,  discharge 
their  employes  and  disrupt  their  organizations" 
(R.,  XII,  4777). 

Judge  Gary  said  that  the  Steel  Corporation  had  never 
pursued  the  practice  of  selling  in  a  particular  locality 
at  less  than  cost  for  the  purpose  of  driving  out  a  com- 
petitor, nor  had  it  ever  sought  to  obtain  the  custom  of 
a  competitor  by  secret  rebates  or  departures  from  its 
open  published  prices  (R.,  XII,  4778).  He  said  that  after 
the  first  three  years  of  the  existence  of  the  Corporation 
there  was  a  change  in  the  policy  and  practices  of  the 
subsidiaries  with  respect  to  their  sales  and  their  at- 
titude toward  competitors;  that  during  the  earlier  years 
the  disposition  of  some  of  the  managers  of  the  subordi- 
nate companies,  and  possibly  some  of  the  officials  of 
the  Steel  Corporation,  was  to  manage  the  affairs  of  the 
subsidiaries  without  always  being  certain  that  it  was 
done  in  accordance  with  the  desires  and  expressed  poli- 
cies of  the  Steel  Corporation.  He  said  different  people 
had  different  notions  at  the  beginning  of  the  organiza- 
tion, and  there  was  much  difficulty  in  harmonizing  all 
their  views  and  methods  and  manners ;  that  in  the  earlier 
years  they  (the  head  officers)  did  not  always  find  out 
exactly  what  was  being  done,  but  that  was  a  thing  of 
the  long  past;  that  some  of  their  officials  used  to  say: 
"There  is  only  one  way  of  doing  business,  and  that  is 
to  drive  that  man  out.  We  can  manufacture  cheaper 
than  he.  We  can  sell  at  a  lower  price  than  he,  and  we 
have  an  advantage  of  him,  and  there  is  only  one  way 
of  carrying  on  this  business,  and  that  is  to  sell  at  a 
price  that  forces  him  out  of  business."  The  Judge  added : 
"Now,  that  is  a  thing  I  never  approved  of  and  always 
disapproved  of,  and  our  company  did  as  a  company." 
He  said  that  these  things  were  in  the  very  earliest  years 
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of  the  company's  organization   (R.,  XIII,  5152-4).     He 
further  said: 

"I  remember  making  a  statement  to  the  Exec- 
utive Committee,  for  instance,  very  early  in  the 
history  of  the  Corporation  to  the  effect  that  if 
this  Corporation  was  to  survive,  was  to  continue 
in  existence,  it  must  be  on  the  basis  of  so  con- 
ducting itself  that  no  one  had  any  good  reason 
to  complain  of  its  management,  and  that  was  my 
disposition  and  my  effort,  and  I  was  sustained 
fully  by  a  member  of  the  Executive  Committee 
and  by  the  Finance  Committee,  who  determined 
really  the  policies  of  the  Corporation,  and  event- 
ually, by  everyone"    (R,  XIII,  5218-9). 

Mr.  Bacon  testified  on  this  subject  as  follows : 

"The  facts  are  that  the  policy  of  the  company 
from  the  beginning  has  been  to  change  the  old 
methods  of  dealing  with  competitors.  Judge 
Gary,  who  has  done  more  for  the  United  States 
Steel  Corporation  in  its  development  and  the  bene- 
fits it  has  brought  all  hands  than  any  one  man 
since  its  formation  has  made  it  a  cardinal  point 
of  his  policy,  and  has  tried  his  best  to  inculcate 
it  upon  all  the  sub-companies,  that  there  was  a 
new  order  of  things,  that  there  were  new  rules 
of  the  game  in  dealing  with  competitors,  as  well 
as  in  other  human  relations.  Judge  Gary  has 
talked  from  the  very  first  and  has  tried  to  compel 
the  actions  of  all  the  others  in  the  Corporation 
towards  dealing  fairly  and  decently  with  competi- 
tors, as  being  the  only  way  in  which  any  kind  of 
stability  of  prices  or  of  conditions  could  be  main- 
tained. He  has  from  the  beginning  preached  and 
practiced  the  fairest  kind  of  dealing  with  his  com- 
petitors, keeping  them  informed,  as  far  as  he 
legitimately  could,  of  all  the  conditions  of  the 
Steel  Corporation,  and  by  doing  so  has  gradually 
acquired  a  degree  of  confidence  that  in  my 
opinion,  has  never  existed  before  amongst  com- 
petitors. The  old  conditions  have  changed;  the 
old  destructive  and  ruinous  and  ruthless  warfare 
of  the  early  days  of  the  iron  and  steel  industry 
has  disappeared,  and  in  its  place,  by  reason  of 
the  attitude  of  Judge  Gary  more  than  anyone  else, 
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a  condition  has  been  produced  among  competi- 
tors in  the  iron  and  steel  business,  and  I  believe 
in  many  other  industries,  that  never  before 
existed"  (E.,  XIV,  5494). 

Judge  Reed  testified  that  from  the  start  Judge  Gary 
argued  and  had  his  way  about  it,  that  the  Corporation 
should  make  full  reports  from  time  to  time  of  its  con- 
ditions, and  that  its  annual  reports  should  be  a  complete 
disclosure  of  its  affairs  so  far  as  they  could  be  detailed 
in  any  volume  of  decent  size  that  anybody  would  ever 
read,  and  that,  so  far  as  consistent  with  duty  to  the 
owners  of  the  property,  its  methods  should  be  open,  and 
that  there  should  be  publicity  about  its  affairs;  that  its 
policy  has  been  that  of  exceeding  fairness  towards  all 
its  competitors,  customers  and  employes;  that  so  far 
as  he  knows  the  Corporation  has  never  tried  to  get  a 
customer  of  a  competitor  away  by  a  secret  price  or  to 
obtain  a  customer  by  any  underhand  methods  of  any 
kind;  that  he  has  never  heard  a  complaint  of  that  char- 
acter, nor  has  he  ever  heard  of  a  case  where  the  Cor- 
poration attempted  to  drive  a  competitor  out  of  any 
locality  by  offering  its  products  in  that  locality  at  a 
lower  price  than  that  which  was  prevailing  elsewhere. 
He  said  that  he  had  talked  with  a  great  many  people  all 
over  the  country  at  one  time  or  another — competitors, 
customers  and  workmen — and  barring  the  question  of  a 
supply  man  he  had  never  heard  a  complaint  of  the  Cor- 
poration's acts    (R.,  XIV,  5670-3). 

Judge  Reed  was  a  director  of  the  Carnegie  Steel  Com- 
pany in  1902,  and  on  his  attention  being  called  to  the 
statement  made  by  Mr.  Bope  at  the  meeting  of  August  26, 
1902,  hereinbefore  set  forth,  he  said  that  such  a  thing  as 
mentioned  by  Mr.  Bope  never  happened,  and  that  so  far 
as  he  knows  the  companies  named  by  Mr.  Bope  never  at- 
tempted to  load  up  their  customers  with  steel  products 
at  high  prices  with  a  view  of  crippling  them,  or  otherwise; 
that  by  an  examination  of  the  records  of  the  Tin  Plate 
Company  he  finds  that  nothing  was  done  by  it  of  the  kind 
mentioned  by  Mr.  Bope  (R.,  XIV,  5692-3). 
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Judge  Keed  gave  testimony  as  to  the  policies  of  the 
Steel  Corporation  with  respect  to  its  competitors,  em- 
ployes and  customers,  and  as  to  the  different  views  with 
respect  to  those  policies  entertained  by  different  members 
of  the  corporation.    He  was  then  asked : 

"Whatever  difference  of  views  there  may  have 
been  in  the  early  days  within  the  Corporation  on 
those  various  subjects,  can  you  tell  me  whether 
or  not  those  policies  have  now  become  the  settled 
policies  of  the  Corporation?" 

He  answered : 

"The  policies  of  which  I  spoke  yesterday  are 
always  known  as  Judge  Gary's  policies,  because  he 
has  been  their  prophet  and  high  priest,  and  the 
first  man  to  insist  upon  them.  He  has  gradually 
brought  the  finance  committee  and  the  board  of 
directors  and  the  active  officers  of  the  Corporation 
into  line  with  his  own  views,  until  to-day  I  think 
I  can  say  that  the  board,  which  includes  the  finance 
committee,  and  the  principal  officers  who  have  a 
hand  in  forming  policies,  are  unanimous,  following 
him,  and  you  might  say  that  this  line  of  policy 
has  become  the  common  law  of  the  Corporation, 
and  will  continue  pretty  much  as  it  is  now  as  its 
settled  policy"  (E.,  XIV,  5717). 

Mr.  Schwab  testified  that  he  had  never  known  or  heard 
of  a  case  where  the  Corporation  had  sold  at  a  less  price 
in  a  particular  locality  to  drive  out  a  competitor,  nor 
where  it  had  granted  secret  rebates  to  obtain  the  cus- 
tomer of  a  competitor.  On  being  asked  how  the  practice 
of  the  Steel  Corporation  in  those  respects  compared  with 
the  practice  of  the  steel  manufacturers  in  the  olden  days, 
he  replied: 

"Well,  in  the  olden  days  when  I  was  president 
of  the  Carnegie  Company,  what  was  then  known 
as  the  Carnegie  method  of  doing  business  was 
rather  the  opposite  of  this.  We  did  everything 
that  we  could  to  secure  all  the  business  we  could 
secure,  regardless  of  the  price  at  which  we  secured 
it,  or  regardless  of  the  conditions  under  which  we 
secured  it,  so  long  as  they  were  honest." 
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He  further  stated  that  this  was  pretty  hard  on  the 
competitors  at  times,  but  that  that  was  their  policy  and 
that  it  was  very  difficult  to  break  away  from  it  (R.,  XI, 
4155).  Later  he  testified  that  the  destruction  of  the 
small  and  weak  was  a  practice  not  unknown  in  the  old 
days  and  was  rather  extensively  carried  on  (R.,  XI, 
4191). 

Cameron  C.  Smith,  president  of  the  Union  Steel  Cast- 
ing Company,  of  Pittsburgh,  testified  that  before  the 
formation  of  the  Steel  Corporation  business  ethics  were 
in  very  bad  shape;  that  competitors  had  no  confidence 
in  each  other;  that  they  resorted  to  subterfuges,  mis- 
representations and  false  statements ;  that  the  same  lack 
of  confidence  existed  between  sellers  and  many  purchas- 
ing agents;  that  it  was  a  very  undesirable  condition  in 
which  to  do  business,  but  that  for  the  past  seven  or  ten 
years — in  later  times  at  any  rate — all  that  misunder- 
standing or  misgiving  has  been  displaced  by  manly, 
straightforward  dealings ;  that  he  did  not  think  this  could 
have  been  brought  about  without  the  influence  and  ex- 
ample of  the  Steel  Corporation;  that  they  have  competi- 
tion now,  but  do  not  try  to  misrepresent  and  tell  lies  any 
more ;  that  they  are  honestly  friends  now,  while  formerly 
they  pretended  to  be  friends  but  were  the  bitterest  ene- 
mies (R.,  XX,  8067-8).  He  said  that  manufacturers  were 
not  allowed  in  each  other's  plants  fifteen  years  ago,  but 
that  they  all  got  in  clandestinely ;  that  anything  they  did 
get  they  had  to  go  and  hire  somebody  else's  man  and  pay 
him  more  money  and  get  him  to  tell  about  it;  that  this 
practice  had  altogether  ceased ;  that  competitors  are  now 
welcome  in  his  plant  and  he  is  welcome  in  competitors' 
plants  (R.,  XX,  8069). 

Mr.  Roberts  testified  that  the  Steel  Corporation  has 
never  in  any  manner,  shape  or  form  attempted  to  crush 
either  a  large  or  small  competitor  or  to  secure  cus- 
tomers of  other  concerns  by  secret  discounts  or  other 
unfair  means  (R.,  XIII,  4997-8). 

Mr.  Farrell  testified  that  not  in  a  single  instance 
to  his  knowledge  had  the  Corporation  sold  at  a  less  price 
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in  a  particular  market  to  drive  out  a  competitor  or 
sought  to  obtain  the  customers  of  a  competitor  by  secret 
rebates  (E.,  X,  4058). 

James  A.  Campbell,  President  of  the  Youngstown 
Sheet  &  Tube  Company,  stated  that  the  various  subsidi- 
aries of  the  Steel  Corporation  have  been  his  principal 
competitors ;  that  their  competition  has  been  active,  ener- 
getic and  vigorous;  that  in  the  first  two  years  that  his 
company  was  in  business  (it  started  in  1902)  there  were 
some  things  done  without  the  knowledge  of  the  higher 
officials  of  the  Steel  Corporation  that  were  unfair,  but 
that  those  disappeared  promptly,  and  that  there  has  been 
nothing  but  the  fairest  competition  in  every  respect  for 
the  last  seven  or  eight  years  (E.,  V,  1856-7). 

Willis  L.  King,  of  Jones  &  Laughlin,  testified  that 
the  competition  of  the  Steel  Corporation  had  been  fair, 
open  and  above-board  (E.,  VI,  2121-2). 

Herbert  Sanborn  Smith,  who  from  1905  to  1910  was 
General  Sales  Agent  of  the  Lackawanna  Steel  Company, 
and  is  at  present  Vice-President  and  General  Sales  Agent 
of  the  Standard  Steel  Company  of  Birmingham,  Ala- 
bama, said  that  he  had  always  regarded  the  competition 
of  the  Steel  Corporation  and  its  subsidiaries  as  the 
fairest  competition  that  he  had  (B.,  XIX,  7942). 

James  Bowron,  who  has  had  a  large  experience  in 
the  iron  and  steel  business  in  the  South,  and  is  now  Presi- 
dent of  the  Gulf  States  Steel  Company,  testified  that 
the  subsidiaries  of  the  Steel  Corporation  do  not  re- 
sort to  any  underhand  methods;  that  their  competition 
is  strictly  fair;  that  it  is  eminently  conservative,  and 
"the  principal  barrier  against  chaos"  (E.,  XXV,  10427). 

George  W.  Conners,  a  manufacturer  of  steel  hoops 
and  cotton  ties  at  Birmingham,  Alabama,  testified  that 
he  had  never  found  the  competition  of  the  Steel  Corpora- 
tion unfair,  nor  had  he  ever  found  them  resorting  to 
underhand  or  discreditable  methods  (E.,  XXV,  10599). 

To  the  same  effect  is  the  testimony  of  the  following 
witnesses : 

James  W.  Porch,  Manager  of  the  New  Orleans  branch 
of  the  Lukens  Iron  &  Steel  Company  (E.,  XXV,  10624). 
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Walter  E.  Crane,  President  of  the  Illinois  Steel  Bridge 
Company,  of  Jacksonville,  111.  (R.,  XXVI,  10871). 

William  Pigott  of  Seattle,  Washington,  President  of 
the  Seattle  Car  &  Foundry  Company  (R.,  XXVI,  11066, 
11075). 

William  J.  Reed,  of  the  Wisconsin  Bridge  &  Iron 
Company,  a  large  fabricator  of  steel  structures  of  all 
kinds  (R.,  XXVI,  11200). 

Philander  L.  Carter,  President  of  the  Jackson  Fence 
Company,  of  Jackson,  Michigan,  which  is  a  manufacturer 
of  woven  wire  fence  (R.,  XXII,  8991,  3) . 

Edmund  W.  Mudge  of  Pittsburgh,  a  steel  manufac- 
turer in  various  lines  since  1887,  formerly  Vice-president 
and  still  a  large  stockholder  in  LaBelle  Iron  Works  (R., 
VI,  2397;  2408-10). 

J.  P.  Whitla,  formerly  of  the  Sharon  Steel  Company 
(R.,  V,  1997,  2007). 

Edwin  R.  Crawford,  President  of  the  McKeesport 
Tin  Plate  Company  (R.,  V,  1765,  1783). 

B.  G.  Follansbee,  of  Follansbee  Brothers,  manufac- 
turers of  tin  plate  and  sheet  steel  (R.,  V,  1803,  1814). 

Julius  Kahn,  of  Detroit,  Michigan,  President  of  the 
Trussed  Concrete  Steel  Company  (R.,  XXIII,  9468, 
9471-2,  9478). 

John  C.  Jay,  Jr.,  Manager  of  Sales  of  the  Pennsyl- 
vania and  Maryland  Steel  Companies  (D.,  XX,  7966, 
7976). 

William  Edwards  Manning,  Manager  of  Sales  of  the 
Youngstown  Sheet  &  Tube  Company.  Mr.  Manning  said 
that  he  had  been  connected  with  the  Sales  Department 
of  his  company  since  it  went  into  active  business  in  1902 
(R.,  XIX,  7696-7)  ;  that  the  subsidiaries  of  the  Steel  Cor- 
poration have  been  his  competitors  throughout  the  coun- 
try in  every  line  of  steel  that  his  company  makes;  that 
their  competition  has  been  severe,  but  has  not  been  unfair 
in  any  connection  that  has  come  to  his  knowledge  (R., 
XIX,  7700-1). 

A.  W.  Thompson,  President  of  the  Inland  Steel  Com- 
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pany,  and  formerly  head  of  the  Republic  Iron  &  Steel 
Company,  both  of  which  companies  have  mines  that 
are  served  by  the  Duluth  &  Iron  Range  and  the  Duluth, 
Missabe  &  Northern  Railroads,  stated  that  the  service 
of  those  railroads  to  the  companies  named  had  always 
been  the  best,  and  that  he  thought  many  times  the  Steel 
Corporation  gave  its  competitors  the  preference  in  haul- 
ing ore  and  served  them  better  than  it  did  itself ;  that  he 
knew  they  had  done  it  in  some  instances  (R.,  XXII, 
9130,  9136). 

William  A.  MacGonagle,  President  of  the  Duluth, 
Missabe  &  Northern  Railroad  Company,  testified  that 
his  railroad  had  tried  to  give  the  independent  mines  a 
little  better  service  than  that  given  to  the  Corporation 
mines,  and  he  instanced  several  outside  mining  inter- 
ests that  give  their  business  to  his  railroad  when  they 
could  equally  well  give  it  to  the  Great  Northern  Rail- 
road, being  located  near  the  tracks  of  both  companies 
(R.,  XXVIII,  11776,  11790-1). 

Mr.  Garfield  testified  that  during  his  examination  of 
the  Steel  Corporation  already  referred  to  he  endeavored 
to  ascertain  whether  the  Corporation  was  practicing 
unfair  competition;  that  it  was  his  custom  in  making 
any  investigation  such  as  that  made  into  the  Steel  busi- 
ness to  inquire  as  to  the  company's  relations  to  its  com- 
petitors and  to  ask  the  latter  to  advise  the  Bureau 
whether  or  not  there  was  unfair  competition  or  what 
character  of  competition  existed  between  the  various 
companies  engaged  in  that  particular  trade.  He  said 
that  he  did  not  find  a  single  competitor  of  the  Steel 
Corporation  who  complained  of  unfair  competition  on 
its  part  (R.,  XV,  6189). 

(c)   The  Matter  of  Special  Contracts. 

1.  For  the  Manufacture  of  Rolls. 

Joseph  S.  Seaman,  of  the  Seaman-Sleeth  Co.,  man- 
ufacturers of  rolls,  testified  that  in  1898  or  1899 
his  company,  along  with  twelve  other  companies  manu- 
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facturing  rolls,  entered  into  a  contract  or  contracts  with 
the  American  Tin  Plate  Company  and  in  1900  with  the 
American  Sheet  Steel  Company,  by  which  the  manu- 
facturers undertook  to  supply  the  Tin  Plate  and  Sheet 
Steel  Companies  with  all  the  rolls  they  might  require 
during  a  term  of  three  years  and  to  make  no  rolls  for 
any  new  mills  which  might  be  built  during  that  time. 
Compensating  bonuses  to  the  manufacturers  were  ar- 
ranged for,  which  in  the  case  of  Seaman's  company 
amounted  to  f  12,000.  a  year  (R.,  V,  1929-38). 

On  cross-examination  Mr.  Seaman  testified  that  these 
contracts  were  not  continued  for  the  full  term  for  which 
they  were  drawn,  but  were  terminated  on  the  17th  of 
March,  1902.  He  said  that  some  of  the  foundry-men 
objected  to  the  termination  of  the  contracts,  but  that 
Mr.  Schwab  insisted  that  they  should  all  be  cancelled. 
He  said  there  were  a  number  of  foundry-men  and  roll 
makers  who  were  not  parties  to  the  contracts,  and  he 
named  a  number  of  them.  He  also  said  that  any  foundry 
that  had  a  reasonably  good  machine  shop  could  make 
rolls  (R.,  V,  1934-5).  For  other  witnesses  to  the  same 
effect  see  history  of  American  Tin  Plate  Company,  infra, 
pages  539-40.  Similar  testimony  to  that  of  Mr.  Seaman 
was  given  by  a  number  of  other  witnesses  (R.,  V,  1943-57) . 

E.  R.  Crawford  and  W.  H.  Griffiths  each  testified  to 
their  ability  to  secure  rolls  and  machinery  for  their  new 
competitive  tin  plate  plants  during  the  continuance  of 
these  contracts  (R.,  V,  1771-3,  1741-5). 

A.  Leo  Weil  was  called  by  the  Government  and  testi- 
fied that  he  was  attorney  for  the  Tin  Plate  Company 
and  the  Sheet  Steel  Company,  and  that  the  contracts 
referred  to  by  Mr.  Seaman  were  cancelled  shortly  after 
the  organization  of  the  Steel  Corporation  and  delivered 
to  him,  but  that  after  making  search  for  them  he  had 
not  been  able  to  find  them  (R.,  V,  1940-2). 

On  cross-examination  Mr.  Weil  stated  that  soon  after 
the  organization  of  the  Steel  Corporation  he  took  all 
of  the  foundry-men  who  were  parties  to  these  contracts, 
or  their  representatives,  to  New  York  to  the  office  of 
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the  Steel  Corporation,  and  that  he  spent  the  best  part 
of  a  week  in  trying  to  get  the  contracts  cancelled ;  that  a 
number  of  the  foundry-men  were  opposed,  but  finally 
agreed,  and  the  contracts  were  cancelled.  He  said  that 
this  was  done  at  the  insistence  of  the  Steel  Corporation 
(R.,  V,  1942). 

2.  For  the  Assignment  of  Brands  and  for  Conditional 

Credits. 

James  P.  McFarland,  of  the  firm  of  Gummey,  McFar- 
land  &  Co.,  jobbers  of  tin  plate  and  metals  in  Philadel- 
phia, stated  that  his  company  had  a  number  of  private 
brands  for  terne  plates  which  were  stamped  with  their 
name;  that  these  brands  were  a  valuable  asset  in  their 
business  upon  which  they  had  built  up  a  reputation; 
that  some  of  these  brands  were  manufactured  for  them 
under  contracts  with  concerns  taken  over  by  the  Ameri- 
can Tin  Plate  Company  at  the  time  of  its  formation; 
that  these  contracts  were  continued  by  the  Tin  Plate 
Company  but  that  later  the  Tin  Plate  Company  decided 
they  would  not  continue  to  manufacture  the  brands 
unless  they  were  assigned  to  them.  He  produced  a  let- 
ter to  this  effect  addressed  to  his  firm  by  the  Tin  Plate 
Company  dated  March  13,  1899,  to  which  was  attached 
a  memorandum  stating  the  proposal  of  the  Tin  Plate 
Company.  This  memorandum  provided  for  a  system  of 
doing  business  under  which,  on  the  approval  by  the  Tin 
Plate  Company  of  a  private  brand,  and  its  agreement  to 
use  the  same  solely  for  the  plates  of  the  concern  entitled 
to  such  use,  a  formal  conveyance  should  be  made  to  the 
company  of  such  brand  but  that  the  title  acquired  by 
the  company  should  be  non-assignable  and  should  revert 
to  the  original  owner,  if  the  company  should  dissolve, 
go  out  of  business,  or  assign.  The  memorandum  stated 
that  the  purpose  of  this  provision  was  to  protect  the 
Tin  Plate  Company  in  the  exclusive  manufacture  of 
plates  under  the  several  brands  that  might  be  assigned 
to  it,  and  to  compensate  it  in  a  measure  for  the  loss  of 
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opportunity  to  build  up  a  reputation  for  the  brands  it 
would  otherwise  establish  and  distribute;  that  the  com- 
pany would  obligate  itself  that  this  exclusive  right  to 
manufacture  should  not  be  used  as  a  means  of  increas- 
ing the  price  on  any  brands,  but  that  its  prices  would 
be  governed  strictly  by  the  quality  of  the  plates  fur- 
nished, and  relative  to  the  selling  price  of  other  plates 
it  might  manufacture  under  its  own  particular  brands. 
The  memorandum  also  provided  that  the  obligation  of 
the  company  to  continue  the  manufacture  of  any  brand 
should  be  made  contingent  on  the  buyer's  restricting  all 
purchases  of  tin  and  terne  plates  to  its  products,  and 
that  the  company  should  have  the  right  to  discontinue 
the  manufacture  of  such  brands  on  evidence  satisfactory 
to  its  sales  department  that  the  buyer  had  not  so  re- 
stricted purchases,  but  that  this  condition  was  not  in- 
tended to  remove  the  restriction  as  to  the  exclusive  use  of 
any  brand  to  the  plates  of  the  original  owner  (K.,  II, 
521-30). 

Mr.  McFarland  stated  that  at  the  time  these  assign- 
ments were  first  required  there  was  not,  he  thought,  any 
other  maker  of  tin  plate  in  this  country  besides  the  Tin 
Plate  Company  by  whom  his  firm  could  have  gotten  their 
brands  made;  that  they  were  obliged  to  have  the  Tin 
Plate  Company  make  the  brands  for  them  and  obliged 
to  assign  the  brands  in  order  to  get  them  made.  He  said 
that  his  firm  assigned  a  number  of  brands  from  time  to 
time,  continuing  down  to  July  2,  1907  (R.,  II,  530-1). 

Mr.  McFarland  said  that  starting  with  1902,  the  Tin 
Plate  Company  made  an  arrangement  with  its  customers 
whereby  a  credit  was  given  in  case  a  jobber  purchased 
the  whole  or  a  designated  percentage  of  his  requirements 
from  that  company ;  that  the  first  understanding  was  that 
all  purchases  were  to  be  made  from  the  Tin  Plate  Com- 
pany; that  later  only  90  per  cent,  was  required  and  still 
later,  85  per  cent.  (R.,  II,  531-2).  Copies  of  the  forms 
used  under  the  conditional  credit  system  were  offered  in 
evidence  as  Government  Exhibits  78-85,  and  will  be  found 
in  G.  E.,  I,  215-227. 
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On  cross-examination  Mr.  McFarland  stated  that  the 
manufacturers  of  tin  plate  and  terne  plate  had  their  own 
brands;  that  the  brands  manufactured  by  them  for 
jobbers  did  not  bear  the  name  of  the  manufacturer,  but 
only  the  brand  name  and  the  name  of  the  owner  of  the 
brand,  and  that  any  good-will  created  by  the  success  of 
those  brands  would  go  with  the  brand  itself  and  not  to 
the  manufacturer.  He  said  that  these  brands  of  plate 
were  sold  in  the  market  for  the  same  purposes  and  to  the 
same  kind  of  customers  as  the  similar  plate  that  bore 
the  private  brand  of  the  Sheet  &  Tin  Plate  Company. 
He  said  that  these  assignments  did  not  cover  the  tin 
plate  brands  of  his  firm,  but  only  their  terne  plate  brands, 
which  latter  are  used  for  roofing  purposes  only  (E.,  II, 
535-7). 

Mr.  McFarland  stated  that  while  the  Tin  Plate  Com- 
pany would  not  make  their  brands  unless  such  brands 
were  assigned  to  them,  they  were  perfectly  willing  to  sell 
their  own  brands  without  requiring  any  contract;  that 
they  were  not  willing  to  manufacture  for  his  company 
in  the  name  of  his  company  without  being  protected  by 
assignments  of  the  brands.  He  said  that  there  were 
twenty-one  of  these  brands  assigned,  but  that  his  com- 
pany had  more  brands,  which  they  never  assigned.  Speak- 
ing of  the  conditional  credit  system,  he  said  there  was 
allowed  a  credit  of  5  cents  a  box  in  most  cases,  and  10 
cents  in  some  cases ;  that  these  credits  amounted  to  from 
1  to  3  per  cent.,  but  that  the  whole  system  of  conditional 
credits  was  discontinued  in  1908  (R.,  II,  542-5). 

Howard  M.  Davis,  sales  manager  of  the  Philadelphia 
district  for  the  Phillips  Sheet  &  Tin  Plate  Company,  and 
formerly  sales  manager  for  the  same  district  for  the 
American  Sheet  &  Tin  Plate  Company,  testified  that  the 
plan  of  assigning  brands  was  inaugurated  about  three 
months  after  the  organization  of  the  Tin  Plate  Com- 
pany, and  that  under  it,  he  should  judge,  about  85  per 
cent,  of  the  brands  were  assigned  to  the  Tin  Plate  Com- 
pany. He  said  that  the  owners  of  these  brands  were 
jobbers  throughout  the  country,  and  that  the  system  pre- 
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vailed  generally.  He  said  that  the  plan  of  allowing  con- 
ditional credits  was  inaugurated  in  1902  and  continued 
until  1908  (R.,  II,  549,  557-8). 

On  cross-examination  Mr.  Davis  gave  a  list  of  other 
concerns  manufacturing  tin  plate  in  the  United  States 
at  the  time  the  American  Tin  Plate  Company  was  formed. 
Their  names  will  be  found  on  pages  564-575  of  Volume 
II  of  the  Eecord.  With  respect  to  the  system  of  assign- 
ing brands,  he  stated  that  the  Sheet  &  Tin  Plate  Com- 
pany had  from  100  to  150  brands  of  its  own;  that  these 
brands  were  of  the  same  sort  as  those  made  for  jobbers 
under  the  jobbers'  brands;  that  the  reason  for  requiring 
the  assignments  was  first  to  retain  the  trade  of  the  jobber, 
and  second  to  protect  the  Sheet  &  Tin  Plate  Company's 
own  brands  (E.,  II,  575-6). 

3.  For  Preferential  Rates  to  Customers. 

The  Government  offered  in  evidence  a  contract  be- 
tween the  Carnegie  Steel  Company,  as  seller,  and  the 
Pittsburgh  Steel  Company,  as  buyer,  dated  July  1,  1903 
(Government  Exhibit,  162,  G.  E.,  IV,  1486-9).  This  con- 
tract provided  for  a  supply  of  all  the  billets  required  for 
use  at  the  buyers'  plants,  estimated  to  be  15,000  gross 
tons  per  month.  The  contract  was  to  run  for  one  year. 
The  price  to  be  paid  for  such  billets  was  to  be  fixed  at 
the  end  of  each  month  for  the  deliveries  of  that  month, 
and  was  to  be  determined  by  deducting  $2.  per  gross 
ton  from  the  ruling  price  at  which  billets  had  been 
sold  during  that  month  by  the  Steel  Billet  Association, 
or  any  member  thereof,  so  long  as  said  Asso- 
ciation continued  in  existence.  It  was  provided 
that  if  the  Billet  Association  should  become  dis- 
solved, the  monthly  price  to  be  paid  by  the  buyer  should 
not  exceed  the  lowest  price  at  which  the  seller  had  de- 
livered billets  during  the  month  to  others. 

The  Government  also  offered  in  evidence  a  contract 
between  the  same  parties,  dated  June  28,  1905,  for  the 
buyer's  entire  requirements  of  billets,  not  exceeding 
200,000  tons  per  year,  at  prices  to  be  fixed  quarterly, 
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based  on  the  average  selling  price  of  pig-iron  at  Pitts- 
burgh during  the  preceding  quarter  (G.  E.,  IV,  1466). 

The  Government  also  offered  in  evidence  a  contract 
dated  December  30,  1904,  between  the  American  Bridge 
Company  and  the  Union  Pacific  and  other  railroads  con- 
stituting what  are  known  as  the  Harriman  Lines.  This 
contract  provided  for  a  minimum  of  12,000  tons  and  a 
maximum  of  25,000  tons  of  bridge  material  to  be  shipped 
by  the  Bridge  Company  to  the  railroad  lines  during  1905 
at  prices  set  forth  in  a  schedule  attached  thereto  (Gov- 
ernment Exhibit,  421,  G.  E.,  X,  2513-6). 

The  Government  also  offered  in  evidence  a  contract 
of  the  same  character  between  the  same  parties  dated 
July  28,  1908.  This  contract  provided  for  a  minimum 
of  10,000  tons  "and  as  much  more  as  the  companies  men- 
tioned may  desire  to  purchase  from  us".  It  was  to  run 
for  one  year  (Government  Exhibit,  422,  G.  E.,  X,  2519- 
24). 

The  Government  also  offered  in  evidence  five  con- 
tracts between  the  American  Steel  &  Wire  Company,  as 
seller,  and  the  Harriman  Lines,  as  buyers.     These  con- 
tracts were  dated  respectively  March  20,  1907,  March  27, 
1907,  September  23,  1908,  and  two  November  23,  1911. 
These  are  all  printed  in  Volume  I  of  the  Special  Exhibits, 
pages  6-37.   They  are  of  substantially  the  same  tenor  and 
effect  and  provide  for  a  supply  of  wire  rope,  barbed,  plain, 
telegraph,  telephone,  bond  and  tie  wire,  wire  nails  and 
kindred  products.     The  buyers  agreed  to  take  from  the 
seller  such  of  the  products  named  in  the  contracts  as 
they  might  require  in  carload  lots  and  such  as  they  might 
desire  to  purchase  in  less  than  carload  lots  for  use  at 
points  east  of  Wyoming  and  Colorado  and  north  of  the 
southern  boundary  lines  of  Kansas  and  Missouri  and  were 
to  have  the  privilege  of  taking  in  addition  so  much  as  they 
might  desire  to  purchase  from  the  seller  for  use  at  other 
points  on  their  lines.    The  price  was  fixed  at  5  cents  per 
100  pounds  less  than  the  sellers7  average  base  price  in 
car  lots  at  Pittsburgh  to  largest  customers  during  the 
month  immediately  preceding  the  quarter  in  which  any 
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particular  order  was  placed  under  the  contract,  such 
base  price  for  each  article  in  no  case  to  be  higher  than 
5  cents  less  than  the  average  base  price  for  such  article 
as  quoted  to  largest  buyers  on  car  lots  in  the  Iron  Age 
during  the  month  mentioned.  The  contracts  were  to 
run  indefinitely,  but  were  subject  to  cancellation  in  the 
case  of  four  of  them  on  three  months'  notice,  and  in  the 
case  of  the  fifth,  on  six  months'  notice. 

The  Government  also  offered  in  evidence  a  contract 
between  the  Carnegie  Steel  Company  and  the  Standard 
Steel  Car  Company,  dated  November  1,  1905  (Govern- 
ment Exhibit,  416,  G.  E.,  X,  2487-93).  This  contract 
provided  for  a  ten  year  supply  to  the  Car  Com- 
pany of  all  the  material  it  should  need  for  use 
in  its  car  works.  The  prices  to  be  paid  were 
based  on  the  average  quarterly  price  of  standard  Besse- 
mer pig  iron  at  Pittsburgh  during  the  running  of  the 
contract.  The  contract  also  provided  that  the  buyer 
should  not  resell  any  of  the  material  furnished  thereunder 
without  first  putting  it  through  a  process  of  manufacture 
and  that  at  no  time  should  the  prices  charged  for  such 
material  exceed  the  market  price  thereof  at  the  time  of 
purchase. 

The  Government  also  offered  in  evidence  a  contract 
dated  July  15,  1905,  between  the  Carnegie  Steel  Company 
and  the  Illinois  Steel  Company  as  sellers,  and  the  Ameri- 
can Steel  Foundries  as  buyer  (Government  Exhibit,  417, 
G.  E.,  X,  2493-2500).  This  was  for  a  supply  of  steel 
plates,  angles,  I-beams,  channels  and  ordinary  steel 
bars,  and  was  of  the  same  general  tenor  and  effect  as 
the  last  preceding  one. 

The  Government  also  offered  in  evidence  a  contract 
between  the  Carnegie  Steel  Company  and  the  American 
Locomotive  Company,  dated  February  18,  1904  (Govern- 
ment Exhibit,  419,  G.  E.,  X,  2509-11).  This  provided 
for  a  supply  of  open-hearth  forging  steel  billets.  The 
tonnage  was  limited  to  2,700  tons  for  rods,  and  3,750 
tons  for  axles,  in  each  case  not  to  be  less  than  75  per 
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cent,  of  the  total  unspecified  requirements  of  the  buyer 
up  to  January  1,  1905. 

Also  a  similar  contract  between  the  same  parties 
dated  November  15,  1904  (Government  Exhibit  420, 
G.  E.,  X,  2511-3).  This  was  for  not  less  than  75  per 
cent,  of  the  buyer's  requirements  for  the  year  1905,  not 
to  exceed  6,000  gross  tons.  This  contract  contains  a 
restriction  against  reselling  without  first  putting  the 
material  through  a  process  of  manufacture  at  the  buyer's 
works. 

The  Government  also  offered  in  evidence  a  contract 
between  the  Carnegie  Steel  Company  and  the  Oliver  Iron 
&  Steel  Company,  dated  June  30,  1909  (Government  Ex- 
hibit, 418,  G.  E.,  X,  2500-9).  This  contract  provided  on 
the  one  hand  for  a  supply  by  the  Carnegie  Company  to 
the  Oliver  Company  of  all  the  open-hearth  and  Bessemer 
steel  billets  which  the  latter  should  require  in  the  opera- 
tion of  its  works  during  a  period  of  five  years,  and  on 
the  other  hand  for  a  supply  by  the  Oliver  Company  to 
the  Carnegie  Company  of  a  sufficient  quantity  of  stan- 
dard Connellsville  furnace  coke  to  pay  for  all  billets 
delivered. 

The  Government  also  offered  in  evidence  a  memoran- 
dum of  agreement  made  April  12,  1905,  between  repre- 
sentatives of  the  American  Can  Company  and  the  Sheet 
&  Tin  Plate  Company,  fixing  a  scale  of  differentials  in 
favor  of  the  Can  Company  from  the  schedule  of  prices 
maintained  by  the  Sheet  &  Tin  Plate  Company  for  tin 
plate  and  black  plate  (S.  E.,  I,  2-3). 

Also  a  contract  between  the  Sheet  &  Tin  Plate  Com- 
pany and  the  American  Can  Company  dated  December  1, 
1908  (S.  E.,  I,  3-5).  This  contract  provided  that  the 
American  Can  Company  should  buy  99.9  per  cent,  of  its 
domestic  requirements  for  sheet  and  tin  mill  products 
from  the  Sheet  &  Tin  Plate  Company  during  the  period 
of  five  years  from  December  1,  1908.  It  fixed  a  scale  of 
differential  prices  from  the  Sheet  &  Tin  Plate  Company's 
net  selling  schedule  running  from  10  cents  per  base  box 
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when  the  net  current  selling  price  was  $-2.95  or  lower,  to 
22y2  cents  when  the  price  was  $3.85  or  higher. 

The  Government  also  offered  in  evidence  two  series 
of  contracts,  one  between  the  National  Transit  Company 
and  the  National  Tube  Company  and  its  predecessors, 
covering  the  period  between  January  12,  1899,  and  May 
29,  1908,  and  the  other  between  the  National  Transit 
Company  and  the  Carnegie  Steel  Company  covering  the 
period  between  October  16,  1902,  and  May  2, 1908.  These 
contracts  will  be  found  in  Volume  II  of  the  Special 
Exhibits  at  pages  48-74. 

The  first  series  begins  with  a  contract  between  the 
Pennsylvania  Tube  Company  and  the  National  Transit 
Company,  under  date  of  January  12,  1899.  It  provides 
for  the  manufacture  of  tubing,  casing,  line  pipe  and  drive 
pipe  by  the  Tube  Works  for  the  Transit  Company.  A 
table  of  prices  is  referred  to  but  not  offered.  A  minimum 
of  30,000  tons  is  specified.  The  skelp  from  which  the 
tubes  are  to  be  manufactured  is  to  be  provided  by  the 
Transit  Company. 

The  second  contract  of  the  series  is  with  the  Oil 
City  Tube  Company,  under  date  of  January  18,  1899.  It 
is  substantially  the  same  as  the  contract  with  the  Tube 
Works.    Each  of  these  contracts  is  for  one  year. 

The  third  contract  is  with  the  National  Tube  Com- 
pany. This  is  dated  October  16,  1900,  and  was  to  run 
until  January  1,  1903.  It  contains  a  maximum  of  100,- 
000  net  tons,  but  no  minimum.  The  prices  are  referred 
to  as  being  shown  on  a  table  not  offered. 

The  fourth  contract  was  between  the  National  Tran- 
sit Company  and  the  National  Tube  Company,  and  cov- 
ered the  period  from  January  1,  1903,  to  January  1, 
1905.  It  mentions  a  maximum  of  150,000  tons,  but  no 
minimum.  The  price  to  be  paid  is  fixed  by  a  table  referred 
to  but  not  printed.  This  contract  was  extended  on  June  9, 
1904,  for  a  period  of  two  years  from  January  1,  1905, 
to  January  1,  1907. 

The  next  contract  was  dated  July  27, 1906.  It  covered 
the  period  from  January  1,  1907,  to  January  1,  1909. 
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This  was  for  the  requirements  of  the  National  Transit 
Company  up  to  150,000  tons  per  annum.  The  prices  are 
referred  to  as  shown  on  a  schedule  not  offered. 

The  last  contract  bears  date  May  29,  1908,  and  ex- 
tends the  contract  of  July  27,  1906,  for  three  years  from 
January  1,  1909,  and  thereafter  until  either  party  shall 
give  the  other  one  year's  written  notice  of  a  desire  to 
terminate  the  same.  A  schedule  of  prices  is  referred  to 
as  attached  but  was  not  offered. 

The  contracts  of  July  27,  1906,  and  May  29,  1908, 
were  between  the  Tube  Company  and  E.  D.  Arnold, 
Agent. 

The  second  series  of  contracts  were  between  the  Na- 
tional Transit  Company  and  the  Carnegie  Steel  Company. 
The  first  is  dated  October  16,  1902,  and  provides  for  the 
supply  by  the  Carnegie  Company  of  the  entire  require- 
ments for  groove  and  sheared  skelp  steel  of  the  National 
Transit  Company  and  its  delivery  at  the  works  of  the 
National  Tube  Company.  A  probable  aggregate  of  150,- 
000  tons  per  year  is  stated.  This  contract  consists  of  a 
letter  written  by  H.  P.  Bope,  First  Vice-President,  to 
E.  D.  Arnold,  of  the  National  Transit  Company,  and  its 
acceptance  by  the  latter.  Mr.  Bope's  letter  provides  for 
a  price  of  1.65  cents  per  pound  for  groove  sizes  and  1.55 
for  wider  sizes.     It  then  proceeds  as  follows: 

"It -is  clearly  understood  between  us  in  the  mat- 
ter of  prices  that  the  rates  for  the  skelp  steel  are 
based  upon  your  prices  for  finished  pipe,  and  at 
all  times  you  are  to  have  about  the  same  relative 
difference  as  exists  to-day,  between  your  prices 
for  finished  pipe  and  the  market  prices  for  pipe. 
Should,  however,  during  the  period  of  this  agree- 
ment, the  price  for  pipe  drop  to  such  a  point 
that  we  cannot  maintain  this  relative  difference 
on  the  price  of  the  skelp,  the  rate  for  the  skelp  to 
be  based  upon  the  ruling  market  price  of  this  class 
of  material;  the  intent  of  this  provision  being  that 
we  shall  not  be  asked  to  make,  on  an  extraordi- 
narily low  value  of  pipe,  a  price  for  skelp  below 
the  cost  and  reasonable  profit  of  manufacture." 
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The  agreement  was  to  continue  for  two  years. 

On  June  30,  1904,  the  contract  of  October  16,  1902, 
was  extended  over  the  period  ending  December  31,  1906, 
and  the  probable  aggregate  increased  to  200,000  tons 
per  year. 

The  next  agreement  is  dated  October  17,  1906.  This 
also  provided  for  the  requirements  of  the  Transit  Com- 
pany up  to  200,000  tons  of  skelp  per  annum,  and  was  to 
continue  for  a  period  of  two  years  from  January  1,  1907. 
It  contained  the  clause  quoted  above  from  the  October  16, 
1902,  agreement. 

The  last  agreement  is  dated  May  2,  1908,  and  renews 
and  extends  the  then  existing  agreement  for  a  period  of 
three  years  from  December  31,  1908,  and  thereafter  until 
discontinued  by  either  party  on  giving  one  year's  notice. 

On  page  46  of  Special  Exhibits,  Vol.  II,  is  printed  a 
stipulation  between  counsel  covering  the  execution  of  the 
foregoing  contracts.    It  also  agreed : 

"That  the  net  total  advantage  per  ton  below 
prevailing  market  prices  in  the  finished  products, 
tubes,  pipes,  etc.,  accruing  to  the  National  Tran- 
sit Company  by  reason  of  the  contracts  herein- 
after set  forth  in  this  Special  Exhibit  No.  3  be- 
tween it  and  the  Carnegie  Steel  Company  and  be- 
tween it  and  the  National  Tube  Company  varied 
from  time  to  time  from  $2.  to  $6.  That  the 
National  Transit  Company  in  every  case  paid  its 
bills  to  the  Tube  companies  and  to  the  Carnegie 
Steel  Company  in  cash  promptly  as  the  same  be- 
came due,  and  in  no  case  gave  or  asked  to  give 
any  promissory  note  therefor,  and  in  no  case  re- 
ceived or  asked  any  extension  of  the  time  of  pay- 
ment." 

It  does  not  appear  clearly  from  the  evidence  what 
classes  of  pipe  were  manufactured  for  the  Transit  Com- 
pany under  the  foregoing  contracts.  Taking  it,  how- 
ever, to  have  been  entirely  black  merchant  pipe,  which 
seems  to  be  the  cheapest  kind  manufactured,  and  to 
have  included  no  tube  fittings,  it  appears  (Defendants' 
Exhibit  42,  D.  E.,  II,  200)  that  this  averaged  in  price 
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during  the  period  covered  by  these  contracts  approxi- 
mately $50.  per  ton.  This  would  show  that  by  purchas- 
ing its  own  material  and  contracting  with  the  Tube  Com- 
pany for  its  manufacture  and  paying  its  bills  promptly 
and  with  cash,  the  Transit  Company  profited  only  to  the 
extent  of  from  4  to  12  per  cent,  on  the  average  selling 
price  of  the  pipe  it  required. 

Mr.  Farrell  was  cross-examined  at  some  length 
with  respect  to  these  preferential  contracts.  He  said 
that  the  contracts  with  the  Harriman  system  were  made 
for  the  convenience  of  the  buyer  as  well  as  the  seller; 
that  they  took  the  average  price  of  the  market  as  a 
settling  price;  that  they  did  not  give  a  discount  or  any 
other  preference  to  the  Harriman  lines  (R.,  XI,  4408). 

On  being  asked  particularly  with  regard  to  the 
American  Bridge  Company  contracts,  he  stated  that  the 
form  of  these  contracts  was  evolved  by  Mr.  Thorne,  the 
general  purchasing  agent  of  the  Harriman  lines;  that 
it  was  a  sort  of  general  form  which  they  had  for  other 
commodities  besides  bridges — for  wire  products,  etc.,  as 
a  convenience;  that  the  Harriman  lines  had  probably  a 
thousand  storekeepers,  so  called,  on  their  lines,  in  charge 
of  supplies;  that  they  all  had  copies  of  these  contracts, 
and  everybody  in  the  Steel  Corporation  and  everybody 
concerned  with  the  purchase  or  supply  department  of 
the  Harriman  lines  knew  about  them,  and  when  they 
wanted  ten  coils  of  telegraph  wire  they  simply  ordered 
against  the  contract.  He  said  that  these  contracts  were 
very  much  sought  after  by  the  Corporation's  competi- 
tors (R,  XII,  4610-3). 

The  defendant  offered  in  evidence  a  statement  show- 
ing the  tonnages  sold  by  the  American  Bridge  Company 
to  the  Harriman  lines  each  year  from  1905  to  1912.  The 
average  was  21,100  tons  constituting  3.97  per  cent,  of 
the  Bridge  Company's  total  output  (Defendants'  Exhibit 
92,  D.  B.,  Ill,  370) .  This  was  verified  by  Arthur  L.  Davis 
(R.,  XV,  5969). 

As  to  the  American  Can  Company  contracts,  Mr. 
Farrell  stated  that  this  company  is  the  largest  purchaser 
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of  tin  plate  of  any  single  consuming  interest  in  the  world ; 
that  it  buys  6,000,000  boxes  of  tin  plate  per  annum,  in 
round  numbers  300,000  tons,  practically  three-fifths  of 
the  output  of  the  tin  mills  of  the  American  Sheet  &  Tin 
Plate  Company,  and  .that  because  of  the  quantity  which 
it  purchases  it  is  treated  the  same  as  any  other  large 
buyer ;  that  it  is  given  a  price  a  little  lower  than  would 
be  given  to  a  buyer  of  a  ton  of  tin  plate.  He  said  that 
there  was  not  anything  unusual  about  such  a  contract, 
a  quantity  contract;  that  he  did  not  consider  it  secret 
or  confidential  for  the  reason  that  a  contract  of  that  kind 
would  be  made  with  any  large  buyer  of  material,  and  that 
this  contract  was  known,  he  thought,  to  other  buyers  of 
tin  plate  (R.,  XI,  4409-10). 

Mr.  Farrell  stated  that  he  had  been  associated  with 
the  general  managers  of  sales  practically  since  the  for- 
mation of  the  Steel  Corporation;  that  in  their  delibera- 
tions all  such  matters  (special  contracts)  are  discussed, 
and  that  it  is  hardly  likely  that  any  contract  of  any 
magnitude  or  importance  would  be  consummated  without 
informal  discussion.  He  said  that  he  knew  of  no  con- 
tracts made  by  any  of  the  subsidiaries  of  the  Steel  Cor- 
poration that  would  not  be  made  with  anybody  for  like 
quantities,  and  that  they  would  not  consider  such  con- 
tracts secret,  special  or  confidential  (B.,  XI,  4413)  ;  that 
they  were  common  with  their  competitors  as  well  as 
with  themselves  (R,  XI,  4421). 

Mr.  Farrell's  attention  was  called  to  the  contract  with 
the  Pittsburgh  Steel  Company  for  billets.  He  said  that 
he  should  think  that  a  contract  of  that  kind  would  be 
pretty  generally  known  in  the  trade;  that  all  such  con- 
tracts are  known  more  or  less  (E.,  XI,  4417). 

With  respect  to  the  National  Transit  Company  con- 
tract or  series  of  contracts,  Mr.  Farrell  said  that  any- 
body desiring  to  know  the  terms  of  that  contract  would 
have  no  difficulty  he  should  imagine  in  learning  them; 
that  he  would  not  consider  such  a  contract  a  secret  or 
confidential  contract;  that  it  was  a  quantity  contract, 
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and  that  all  of  those  contracts  are  quantity  contracts 
(E.,  XI,  4420). 

Ira  O.  Ehoades,  general  purchasing  agent  of  the 
Southern  Pacific  Company,  testified  that  his  company  has 
purchased  about  80  per  cent,  of  its  requirements  of  wire 
rope  from  the  American  Steel  &  Wire  Company  under 
the  contracts  referred  to  above,  but  not  over  10  per  cent, 
of  its  requirements  of  other  wire  products  on  account  of 
the  prices  being  too  high.  Keferring  to  the  Harriman 
contracts  generally,  Mr.  Ehoades  said  that  his  company 
has  similar  contracts  for  all  classes  of  material — prob- 
ably 300  or  more  contracts;  that  they  call  them  optional 
agreements  because  they  have  the  right,  if  they  can  buy 
cheaper,  to  buy  somewhere  else  (E.,  XXVI,  10982, 
10989-92).  He  said  that  the  making  of  contracts  of  this 
character  was  either  Mr.  Thome's  or  Mr.  Harriman's 
idea;  that  it  started  when  Mr.  Harriman  first  took  con- 
trol of  the  Southern  Pacific  and  the  Union  Pacific  (E., 
XXVI,  10992). 

Franz  A.  Assmann,  stated  that  he  is  President  of  the 
Standard  Tin  Plate  Company;  that  his  family  and  the 
family  of  Edwin  Norton  control  the  Continental  Can 
Company,  and  that  he  was  president  of  the  American 
Can  Company  from  1902  to  1904  (E.,  XIX,  7566).  He 
said  that  while  he  was  connected  with  the  American 
Company  it  obtained  a  price  from  the  Sheet  &  Tin  Plate 
Company  of  from  25  to  15  cents  a  box  below  the  price 
quoted  on  smaller  orders;  that  the  Can  Company  is  by 
far  the  largest  customer  of  the  Sheet  &  Tin  Plate  Com- 
pany ;  that  he  knew  of  the  custom  of  giving  this  discount 
when  his  family  invested  in  the  Continental  Can  Com- 
pany ;  that  the  Continental  has  no  such  arrangement  with 
the  Sheet  &  Tin  Plate  Company,  but  has  bought  its  sup- 
plies in  the  market,  and  that  its  business  has  increased 
from  175,900  boxes  in  1905  to  over  1,200,000  boxes  in 
1912 ;  that  it  has  been  financially  successful,  and  that  its 
output  is  now  20  to  25  per  cent,  of  the  output  of  the 
American  Can  Company  (E.,  XIX,  7573-6). 
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Edward  Worcester,  First  Vice-President  of  the 
National  Tube  Company,  testified  that  the  Standard  Oil 
Company  is  the  largest  user  of  the  National  Tube  Com- 
pany's products  in  this  country ;  that  the  Tube  Company 
has  no  other  customer  who  buys  half  as  much  of  the 
same  class  of  goods  (R.,  XXVII,  11357-8). 

As  to  the  contract  between  the  Carnegie  and  Oliver 
companies  that  was  of  the  same  general  character  as  a 
contract  made  between  the  same  parties  in  1904,  which 
Judge  Reed  explained.  He  said  that  the  Oliver  Company 
was  a  buyer  of  billets;  that  it  had  a  large  coke  produc- 
tion which  came  to  it  as  lessee  of  a  piece  of  what  is 
called  the  Thaw  Estate  property  in  the  Connellsville 
region;  that  it  had  no  use  for  the  coke,  and  that  it  sold 
the  coke  and  bought  the  billets  on  some  sort  of  trade. 
He  said  that  the  arrangement  was  mutually  advantageous 
and  increased  the  facilities  of  both  companies  (R.,  XIV, 
5699-5700). 

Third — With  Respect  to  its  Customers. 
(a)  In  the  Matter  of  Service. 

A  large  number  of  customers  from  all  parts  of  the 
United  States,  representing  every  line  and  phase  of  the 
steel  industry,  testified  to  the  high  character  of  the 
service  and  the  uniform  and  increasing  excellence  of  the 
products  they  received  from  the  Steel  Corporation.  The 
following  are  the  names  of  some  of  them  and  the  pages 
of  the  record  on  which  their  testimony  on  this  subject 
may  be  found: 

Henry  A.  Keiner   (7108)  ;  John  Trounstine   (7156) 
Wm.  B.  Shafer,  Jr.    (7308) ;  Hugh  E.  Cooper  (7354) 
Louis  J.   Horowitz    (7434);  Percy  F.   Hogah    (7455) 
Mark  Fishel  (7501)  ;  Wm.  G.  Moler  (7665)  ;  Madison  F. 
Cole   (7825);  Allen  M.  Foster   (8207);  Isaac  G.  Haas 
(8312)  ;   Christopher  B.   Edwards    (8609)  ;   Charles  M. 
Wambaugh   (8767,  8768) ;  Philander  L.  Carter  (8996) ; 
Wm.  O.  Rogers,  Jr.  (9044) ;  Geo.  E.  Van  Hagan  (9263) ; 
Geo.  H.  Milne  (9320)  ;  Walter  C.  Hartman  (9387) ;  Julius 
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Kahn  (9471);  Charles  A.  Woodruff  (9730);  Geo.  E. 
Dean  (9763) ;  Edward  M.  McKinney  (9969,  9970) ;  Geo. 
Heard  (10186) ;  Fred  L.  Hawes  (10227) ;  Clyde  L.  King 
(10250);  Wm.  D.  Krenson  (10375);  Isaac  A.  Haas 
(10396) ;  Paschal  G.  Shook  (10494)  ;  Wendell  P.  Simp- 
son (10649);  Ross  G.  Wilder  (10676);  Edward  A. 
Peden  (10719);  Joseph  P.  Simmons  (10740);  Alec  B. 
Pierce  (10808-9) ;  Philip  D.  C.  Ball  (10829) ;  Thomas  Tip- 
ton (10837) ;  Horatio  M.  Davis  (10857) ;  W.  A.  Layman 
(10865);  Wm.  E.  Clow  (10927);  Wm.  Pigott  (11073); 
Andrew  Carrigan  (11094) ;  Louis  Keuhn  (11172)  ;  Bobt. 
H.  Hackney  (11193-4);  Albert  M.  Marshall  (11248); 
Walter  W.  Cook  (11696);  Fayette  E.  Plumb   (11734). 

(b)  In  Steadying  the  Market  and  Preventing  Rapid 
and  Extreme  Fluctuations. 

Judge  Gary  said: 

"The  United  States  Steel  Corporation  has  en- 
deavored, so  far  as  it  could,  to  prevent  the  unrea- 
sonable increase  of  prices.  It  has  been  a  decided 
factor  from  time  to  time  in  keeping  prices  down 
to  a  level  which  was  believed  to  be  fair  and  just. 
Prices  generally  are  controlled  very  much  by  the 
business  conditions  of  the  country.  The  ordinary 
laws  of  trade  and  supply  and  demand  fix  the  gen- 
eral prices  of  commodities,  but  the  Steel  Cor- 
poration has  endeavored  to  prevent  sudden  and 
violent  fluctuations  downward  by  its  advice,  but 
more  particularly  by  its  own  action  in  fixing  its 
prices,  and  has  endeavored  to  prevent  the  unrea- 
sonable increase  in  prices  at  times  when  the  de- 
mand was  greater  than  the  supply,  and  there  was 
a  general  disposition  in  the  trade  to  take  advan- 
tage of  those  conditions  and  unduly  increase 
prices"  (R.,  XII,  4771-2). 

He  said  that  the  company  thought  it  wise  to  pursue 
this  policy,  first,  because  it  is  in  the  interests  of  its 
employees,  and  second,  because  it  is  in  the  interest,  and 
is  the  wish,  of  its  customers;  that  in  times  of  great  de- 
pression and  demoralization,  the  wages  of  the  employees 
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are  necessarily  decreased,  and  not  only  that,  but  many 
of  the  mills  become  idle  and  many  of  the  employees  are 
therefore  idle;  that  steadiness  of  business,  which  keeps 
the  mills  in  operation  affords  an  opportunity  for  the  con- 
tinuous employment  of  the  laboring  man  at  fair  and 
living  wages,  and  that  in  no  other  way  can  this  be  done 
or  ever  has  been  done.  He  said  that  the  Corporation's 
attitude  in  maintaining,  so  far  as  it  could,  the  stability 
of  business  did  not  mean  the  maintenance  of  prices ;  that 
there  is  a  great  difference  between  the  maintenance  of 
certain  prices  and  the  maintenance  of  stability  in  busi- 
ness; that  they  have  never  had  stable  prices;  that  there 
is  no  such  thing  as  stable  prices  in  business  and  never 
has  been;  that  it  has  never  been  possible.  Speaking  of 
the  situation  of  customers,  he  said  that  the  trouble  or- 
dinarily is  with  a  purchaser  of  steel  products  that  he  is 
obliged  to  stock  up;  that  he  has  on  hand  large  stocks 
of  goods  which  he  has  purchased  at  a  certain  price,  many 
times  by  borrowing  money  at  the  banks;  that  if  a  wide 
and  sudden  fluctuation  comes,  the  inventory  value  of  his 
stock  on  hand  immediately  decreases,  and  he  has  a  very 
severe  loss,  and  the  bank  calls  upon  him  for  the  payment 
of  his  loan,  and  he  is  unable  to  make  it  because  he  cannot 
dispose  of  his  stock  at  a  reasonable  price,  or  at  a  price 
which  will  return  him  the  money  he  has  invested;  that 
it  is  just  as  much  in  the  interest  of  purchasers  of  steel 
products  to  have  a  reasonable  stability  of  business  con- 
ditions as  it  is  for  the  shipper  over  a  railroad  to  have  the 
same  prices  furnished  him  that  are  furnished  to  his 
neighbor,  so  that  he  may  know  all  the  time  what  he  may 
depend  upon;  that  anyhow  steel  manufacturers  know 
by  actual  experience  that  their  customers  desire  the 
maintenance  of  reasonably  stable  conditions,  so  far  as 
that  is  practicable,  in  preference  to  wide,  sudden  and  vio- 
lent fluctuations  and  demoralization  (R,  XII,  4772-6). 
In  further  explaining  the  policy  of  the  Corporation 
he  said  that  it  has  not  been  its  policy  to  follow  any  little 
variation  in  cost,  because  it  is  generally  for  the  interest 
of  every  one  concerned  in  the  business  to  have  stability 
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of  business,  uniformity  so  far  as  is  practicable;  that  the 
Corporation  follows  the  market  down  and  follows  it  up; 
that  of  course  the  law  of  supply  and  demand  controls 
prices  but  not  suddenly  always;  that  it  does  not  bring 
about  immediate  fluctuations  always;  that  he  has  never 
stood  for  fixed  prices,  for  unchanged  prices;  that  he  has 
stated  this  at  steel  meetings  over  and  over  again;  that 
by  stable  prices  or  stable  business  he  did  not  mean  fixed 
prices;  that  he  had  never  stood  for  that  (K.,  XII,  4913). 

Mr.  Schwab  said  that  while  he  was  president  of  the 
Steel  Corporation,  their  prices  were  somewhat  above  the 
other  prices  in  depressed  times,  and  below  the  other  prices 
in  prosperous  times;  that  they  endeavored  to  keep  more 
uniform;  that  the  theory  was  that  many  small  dealers 
bought  their  steel  from  the  Corporation;  that  the  Cor- 
poration did  not  want  them  to  be  speculators,  nor  did 
they  (the  dealers)  want  to  be  speculators,  as  it  were,  in 
the  price  of  steel ;  that  as  a  rule  the  dealers  were  caught 
with  big  stocks  when  prices  were  high  and  made  heavy 
losses  by  reason  of  rapid  reductions  and  previous  over- 
buying, and  it  was  thought  that  if  prices  were  kept  uni- 
form, people  buying  steel  would  buy  for  their  require- 
ments and  not  speculatively;  that  the  Corporation  en- 
deavored to  see  that  a  man  having  1,000  tons  of  steel,  or 
10,000  tons  in  his  warehouse,  instead  of  buying  steel  at 
what  he  thought  was  a  low  price,  could  order  it  as  he 
needed  it,  and  that  he  would  not  be  taking  any  chances 
in  losing  or  making  by  violent  fluctuations  in  the  price 
of  steel  (E.,  XI,  4157-9). 

Mr.  Schwab  said  that  it  was  not  possible  for  the  Steel 
Corporation  to  exert  over  its  competitors  anything  more 
than  a  moral  influence  with  respect  to  prices;  that  it  is 
difficult  to  describe,  but  that  he  should  say  that  the 
Corporation's  influence  on  the  trade  and  the  making  of 
prices  was  a  great  balance — a  great  steadier  of  business 
rather  than  the  fixing  of  a  definite  price ;  that  it  was  not 
possible  for  them  to  see  that  a  definite  price  was  kept 
even  if  they  had  desired  to  do  so;  that  it  was  a  great 
moral  balance — that  is  what  it  was.     He  said  that  the 
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prices  of  the  Steel  Corporation  had  not  been  the  same  as 
the  prices  of  its  competitors  either  in  good  times  or  in  bad 
times;  that  it  had  generally  been  an  average,  or  a  mean, 
of  the  two;  that  there  never  has  been  a  time  since  the 
Steel  Corporation  was  formed  when  there  was  not  real 
and  effective  competition  in  the  manufacture  and  sale 
of  steel  products  along  the  whole  line  of  production; 
that  many  times  it  has  been  very  strenuous,  and  that, 
indeed,  at  all  times  it  has  been  strenuous  for  the  secur- 
ing of  the  volume  of  business  (R.,  XI,  4192). 

Mr.  Eoberts  said  that  the  Steel  Corporation  has 
sought,  so  far  as  is  possible,  to  maintain  prices  within 
reasonable  limits  without  the  wide  fluctuations  which 
formerly  took  place;  that  as  a  result  of  the  violent  de- 
pressions in  the  past  the  pendulum  of  prices  used  to 
swing  to  the  other  extreme,  and  those  who  weathered  the 
storm  of  depression  in  order  to  recoup  themselves  raised 
their  prices,  just  in  proportion  as  they  had  been  too  low 
before,  to  too  high  a  point  afterwards;  that  consumers 
suffered  from  this,  and  they  have,  since  the  inauguration 
of  a  more  stable  market,  been  able  to  conduct  their  busi- 
ness with  less  money  invested  in  stocks  and  materials 
feeling  more  sure  of  a  stable  market  than  they  did  in 
the  past  (R.,  XIII,  4999). 

Frederick  W.  Wurster,  former  Mayor  of  Brooklyn, 
who  is  engaged  in  the  manufacture  of  axles  in  that  city, 
said  that  when  times  are  good  yon  will  generally  find  that 
the  Carnegie  Company  will  have  a  fixed  price  on  their 
products  and  you  can  always  buy  them  at  that  price ;  that 
they  seem  to  nail  a  price  or  have  a  fixed  standard  price 
at  which  they  will  take  your  orders,  and  that  it  is  then 
that  all  the  independents  will  advance  their  prices,  and 
you  cannot  buy  from  the  independents  at  such  times  as 
cheaply  as  you  can  from  the  Carnegie  Company ;  that  on 
the  other  hand,  when  business  is  bad,  and  orders  are  very 
few,  he  has  noticed  in  his  experience  that  the  Carnegie 
Company  will  try  and  maintain,  and  do  maintain,  their 
prices,  and  the  independents  are  the  first  ones  to  cut 
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prices,  and  that  is  the  time  you  can  buy  cheaper  from  the 
independents  (E.,  XVIII,  7060). 

Benjamin  F.  Miles,  president  of  the  Browning  En- 
gineering Company  of  Cleveland,  Ohio,  testified  that  the 
conditions  in  the  present  decade  are  far  more  stable  and 
far  more  favorable  to  intelligent  manufacturing  than 
they  were  in  the  previous  period;  that  fluctuations  have 
been  less,  and  you  can  calculate  on  your  road  which  you 
will  have  to  go  over  with  a  good  deal  more  certainty; 
that  the  sudden  fluctuations,  the  rising  and  falling  in 
prices,  which  obtained  in  the  nineties  was  very  unfavora- 
ble to  the  maintenance  of  contracts  or  to  intelligent  manu- 
facturing; that  one  could  not  buy  and  be  sure  that  he 
could  get  out  with  a  profit  on  account  of  the  dips  in  the 
market;  that  if  the  market  went  up,  his  contracts  held; 
if  the  market  went  down,  sometimes  they  held  and  some- 
times they  did  not;  that  it  was  very  highly  speculative 
and  the  risks  attendant  upon  the  industry  were  corre- 
spondingly increased ;  that  this  operated  to  the  detriment 
of  the  small  manufacturer;  that  failures  were  very  great 
and  credits  were  carefully  scanned  by  everyone;  that  if 
the  small  manufacturer  lacked  at  all  for  active  capital, 
it  was  very  disadvantageous  to  him  because  he  could  not 
get  on  his  feet;  if  he  was  a  careful  man,  of  course,  he 
could  weather  along  (E.,  XXI,  8446-9). 

Mr.  Miles  said  that  before  the  Steel  Corporation  was 
formed,  the  industry  was  in  a  state  of  war;  that  every 
fellow  tomahawked  the  other,  and  he  remembered  a  time 
when  even  the  notes  of  the  Carnegie  Company  were  ques- 
tioned. He  said  that  all  of  the  concerns  with  which  he 
was  connected  (he  named  a  number)  have  benefited  by 
the  changed  conditions;  that  this  change  has  enabled 
them  to  do  their  business  intelligently;  that  they  now 
have  a  basis  of  cost  upon  which  they  can  rely ;  that  they 
have  been  able  to  give  their  attention  almost  undividedly 
to  getting  out  their  product  upon  the  cheapest  possible 
basis,  to  produce  their  machinery  in  the  best  quality,  and 
to  put  their  ideas  into  the  simplest  shape ;  they  have  been 
relieved  from  the  nightmare  of  waking  up  the  next  morn- 
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ing  after  signing  a  contract  and  finding  that  the  market 
has  gone  off  about  |5.  a  ton.  He  said  these  changed  con- 
ditions had  rendered  it  practicable  for  the  small  manu- 
facturer and  consumer  to  get  along  with  less  capital  than 
he  needed  under  the  old  conditions,  and  had  tended  to 
cheapen  the  cost  of  production  and  decrease  the  interest 
account  materially   (E.,  XXI,  8451-2). 

John  W.  Ferguson,  an  engineering  and  building  con- 
tractor of  Paterson,  N.  J.,  testified  that  prices  have  been 
steadier  during  the  last  ten  years  than  formerly,  and  that 
this  has  been  beneficial  to  the  line  of  trade  in  which  he  is 
engaged ;  that  the  disadvantage  to  the  trade  of  the  fluctua- 
tions of  the  earlier  period  was  that  you  did  not  know  just 
where  you  stood ;  that  you  could  not  count  on  any  period 
in  advance  as  to  what  the  prices  were  likely  to  be,  and 
that  this  occasioned  hesitancy  on  the  part  of  many  of  his 
clients  in  undertaking  new  work.  On  being  asked  whether 
the  effect  of  this  steadying  of  conditions  during  the  last 
ten  years  had  tended  to  restrain  trade  or  to  develop  it, 
he  answered  that  it  had  developed  it  (E.,  XVIII,  7234-5) . 

Herbert  S.  Smith,  Vice-President  of  the  Standard 
Steel  Company  of  Birmingham,  Ala.,  and  formerly  gen- 
eral sales  agent  of  the  Lackawanna  Steel  Company,  testi- 
fied that  the  prices  of  the  smaller  concerns  in  the  steel 
business  were  usually  lower  than  those  of  the  Steel  Cor- 
poration in  dull  times,  and  higher  during  flush  times; 
that  the  so-called  Eastern  mills  .adopted  a  policy  of  not 
selling  ahead  during  periods  of  great  demand  and  of  ex- 
acting premiums  of  anywhere  from  f 5  to  $10  per  ton ;  that 
on  the  contrary,  the  Corporation  did  not  exact  such  pre- 
miums, it  being  their  endeavor  to  prevent  a  run-away 
market ;  that  as  a  natural  result,  the  Corporation's  order 
books  were  filled  up  months  ahead,  whereas  the  smaller 
mills  selling  from  day  to  day  would  feel  the  stress  of  the 
declining  market  much  sooner  than  the  Corporation  on 
account  of  their  policy  of  not  selling  ahead  and  of  exact- 
ing premiums  (E.,  XIX,  7912). 

Edward  A.  Peden,  President  of  the  Peden  Iron  & 
Steel  Company,  of  Houston,  Texas,  and  a  jobber  in  steel 
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products,  testified  that  the  policy  of  the  Steel  Corporation 
not  to  slice  its  prices  to  a  point  to  which  its  competitors 
would  go,  and  not  to  advance  its  prices  to  the  heights  at 
which  they  advanced  theirs,  had  made  conditions  more 
stable  and  more  reliable  to  a  jobber  like  himself  distantly 
removed  from  the  sources  of  supply ;  that  they  felt  a  little 
safer  in  carrying  a  sufficiently  large  stock  to  accommo- 
date their  trade  (R.,  XXV,  10722). 

Edward  N.  McKinney,  a  fabricator  of  structural 
steel  for  buildings,  doing  business  in  Albany,  N.  Y.,  testi- 
fied that  his  experience  has  been  that  when  prices  are 
advanced  the  Carnegie  Company  is  the  last  one  to  ad- 
vance, and  that  when  they  are  declined,  it  is  the  last  one 
to  decline;  that  this  course  has  had  a  great  effect  in 
steadying  the  market,  and  that  a  steady  market  is  much 
preferred  by  any  manufacturer  buying  plain  material 
and  fabricating  it  and  bidding  on  work.  He  illustrated 
the  practice  of  the  Carnegie  Company  by  narrating  an 
incident  which  occurred  in  1902.  He  said  it  was  a  time 
when  there  was  great  activity  in  the  steel  market,  and 
they  were  getting  deliveries,  from  most  of  the  mills, 
averaging  about  six  months  after  the  order  was  placed; 
that  quite  a  number  of  foreign  beams  were  coming  in 
because  the  home  makers  did  not  seem  to  be  able  to 
supply  the  demand;  that  he  had  an  order  representing 
about  100  tons  which  he  was  very  anxious  to  get  quickly ; 
that  he  got  a  price  on  the  foreign  beams  for  about  2*4 
cents  per  pound,  delivered  in  two  months;  that  he  pre- 
ferred to  place  his  order  in  this  country  and  so  went  to 
the  Carnegie  Company,  which  at  that  time  was  asking 
$1.60  a  hundred,  or  about  $13  a  ton  less  than  the  price 
at  which  he  could  buy  the  foreign  beams;  that  he  told 
the  Carnegie  people  that  if  they  would  take  the  order 
for  two  months'  delivery  he  would  be  glad  to  give  them 
the  same  price,  or  $1,300  advance  over  the  regular  price ; 
that  the  Carnegie  Company  declined  the  offer,  stating 
that  their  price  was  $1.60 ;  that  they  wanted  to  preserve 
a  uniform  price,  no  matter  what  the  market  price  was 
with  others;  that  they  preferred  a  steady  market;  that 
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they  thought  it  was  better  for  the  maker  and  for  all  con- 
cerned, to  have  a  steady  market,  and  that  they  had  held 
their  price  at  fl.60  even  though  other  makers  were  ask- 
ing much  more  than  that ;  that  they  said :  "It  is  naturally 
a  temptation  when  a  person  comes  into  your  office  and 
says  if  we  will  ship  work  in  two  months  they  will  give 
us  $1,300  premium  for  doing  so,  but  what  will  become  of 
your  orders?"  They  said:  "We  have  orders  here  just 
ready  for  delivery  of  yours,  that  have  been  on  our  books 
five  or  six  months;  if  we  take  these  quick  orders,  then 
your  regular  orders  are  delayed,  and  we  cannot  afford 
to  treat  our  customers  that  way,  and  we  prefer  to  keep 
to  the  price;"  and  they  declined  the  order  (E.,  XXIV, 
9969-71). 

The  Trend  of  Prices  Since  the  Steel  Corporation 
was  Formed. 

Judge  Gary  testified  that  notwithstanding  the  large 
increases  in  their  freight  rates,  the  large  increases  in  the 
amount  of  money  paid  to  their  employees,  and  the  large 
advances  in  the  prices  of  things  they  had  to  buy,  the 
Corporation's  subsidiaries  have  been  able  to  keep  their 
cost  of  production  down,  and  that  the  tendency  of  their 
selling  prices  has  been  downward  (E.,  XII,  4783-4). 

Mr.  Eoberts,  on  being  asked  as  to  the  trend  of  prices 
of  steel  products  since  the  formation  of  the  Steel  Cor- 
poration, said: 

"The  tendency  has  been  downward;  not  a 
regular  and  constant  downward  movement;  there 
have  been  temporary  fluctuations  controlled  by 
the  law  of  supply  and  demand,  but  the  entire  cycle 
since  1900  to  the  present  day  has  been  a  down- 
ward movement  with  an  increase  in  wages  during 
the  same  period"   (E.,  XIII,  5001). 

The  Government  put  in  evidence  as  Exhibits  68-A, 
68-B,  68-C  and  68-D  (G.  E.,  XIV,  2919-22)  four  colored 
charts  published  by  the  Iron  Age,  which  show  the  trend 
of  prices  in  certain  leading  steel  products  as  indicated 
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by  quotations  in  the  Iron  Age.  Nos.  68-B  and  68-D  cover 
the  period  since  the  Steel  Corporation  was  formed.  The 
products  shown  are  wire  nails,  steel  bars,  beams,  billets, 
tin  plate,  tank  plates  and  rails.  No  change  is  shown  in 
the  price  of  rails.  In  other  products  the  following 
changes  appear;  wire  nails  April,  1901,  $51.75,  October, 
1911,  $36.75 ;  steel  bars  April,  1901,  $33.,  October,  1911, 
$25.;  beams  April,  1901,  $36.,  October,  1911,  $27.; 
billets  April,  1901,  $24.,  October,  1911,  $20.;  tin  plate 
April,  1901,  $4.20,  October,  1911,  $3.75;  tank  plates 
April,  1901,  $35.,  October,  1911,  $27. 

Mr.  Farrell  testified  that  the  Steel  Corporation  got 
an  average  of  about  $8  a  ton  less  for  materials  in  the 
domestic  market  in  1911  than  it  got  at  the  time  the  Cor- 
poration was  formed;  that  the  price  fluctuated  more  or 
less  during  the  intervening  time,  but  gradually  showed  a 
lower  return  (R,  X,  3855). 

Defendant's  Exhibit  43  (D.  E.,  II,  203)  shows  an 
average  decrease  in  the  price  received  by  the  Steel  Cor- 
poration on  its  domestic  sales,  excluding  fabricated  ma- 
terial, between  1904  and  1912,  of  11.6  per  cent,  per 
gross  ton  and  on  fabricated  material  of  19.2  per  cent. 

Comparison  of  Prices  Between  a  Period  Preceding 
and  a  Period  Following  the  Organization  of  the 
Steel  Corporation. 

The  Government  called  as  an  expert  Dr.  Francis 
Walker,  who  produced  certain  tables  and  graphic  charts 
which  will  be  found  in  Government  Exhibits,  Volume  V, 
Part  1,  pages  1616-1689.  Dr.  Walker's  object  was  to  invite 
a  comparison  between  the  prices  ruling  during  the  period 
from  1895  to  1901  (six  years)  with  the  prices  ruling 
from  1901  to  1909  (eight  years) .  The  charts  making  this 
comparison  as  to  single  products  will  be  found  on  pages 
1652-5.  The  chart  on  page  1656  shows  the  average  of 
these  prices  and  indicates  a  price  during  the  second 
period  about  $4  a  ton  higher  than  the  price  during  the 
first  period. 
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Jeremiah  W.  Jenks,  Professor  of  Government  in 
New  York  University,  and  a  political  economist  of  large 
experience  (B.,  XXVIII,  11757),  was  called  by  the  de- 
fendants to  testify  with  respect  to  Dr.  Walker's  method 
of  comparing  price  movements.  He  said  he  did  not 
think  that  Dr.  Walker's  plan  of  comparing  prices  between 
January  1,  1895,  and  April  1,  1901,  with  prices  between 
April,  1901,  and  February,  1909,  was  a  scientifically  fair 
method  of  testing  or  of  contrasting  prices  before  and 
after  the  organization  of  the  Steel  Corporation;  that  he 
thought  Dr.  Walker's  method  was  incomplete  and  un- 
scientific ;  that  in  the  first  place,  Dr.  Walker's  quotations 
were  from  the  Iron  Age  or  the  reports  of  the  American 
Iron  and  Steel  Association,  and  did  not  represent  actual 
buying  and  selling  prices,  but  simply  the  general  trend  of 
prices  in  the  commodities  shown  on  Dr.  Walker's  charts, 
and  more  frequently,  perhaps,  the  general  asking  price 
of  some  of  the  leading  sellers;  and  that  in  the  second 
place,  the  selection  of  a  short  period  of  years  to  repre- 
sent an  average  price  is  always  dangerous  and  likely  to 
be  misleading,  and  very  often  misrepresents  actual  con- 
ditions. Moreover,  he  said  that  the  years  selected,  from 
the  time  of  the  formation  of  the  Steel  Corporation  back 
to  1895,  are  the  ones  that  represent  more  than  any  other 
years  that  could  have  been  selected,  perhaps,  the  lowest 
prices  of  steel,  and  not  merely  that,  they  represent  the 
lowest  prices  of  general  commodities  that  could  have  been 
selected.  He  said  that  these  prices  are  the  lowest  that 
have  ever  been  known  in  the  history  of  this  country,  and 
that  to  select  them  to  contrast  with  a  period  following 
1901  is  certain  to  give  an  inaccurate  picture  of  the  gen- 
eral conditions   (R,  XXVIII,  11765-7). 

Prof.  Jenks'  attention  was  then  called  to  Defendants' 
Exhibit  212  (D.  E.,  VIII,  671).  He  said  that  illustrated 
the  point  he  was  making,  as  it  showed  Dr.  Walker's 
periods  and  also  the  extension  of  those  periods  back- 
ward and  forward  so  as  to  cover  153  months  before  and 
the  same  number  after  the  formation  of  the  Steel  Cor- 
poration ;  that  if  Dr.  Walker's  six-year  period,  which  was 
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the  lowest  possible  period  that  could  have  been  selected, 
were  compared  with  his  nine-year  period,  it  would  show 
average  prices  during  the  first  period  of  $29.72  and  dur- 
ing the  second  period  of  $33.77,  whereas  if  equal  periods 
were  taken  before  and  after  1901,  they  would  show  in 
the  first  period  an  average  price  of  $33.15,  and  in  the  sec- 
ond period  of  $32.13  (E.,  XXVIII,  11767).  Prof.  Jenks 
added  that  if  we  go  still  further  and  make  the  more 
accurate  and  far  more  scientific  calculation  of  represent- 
ing steel  prices  not  in  terms  of  money — because  money 
has  during  that  period  fluctuated  in  value  and  decreased 
in  value — if,  instead  of  making  that  representation,  we 
reckon  the  value  of  steel  in  terms  of  general  commodities 
by  seeing  what  the  purchasing  power  of  steel  was  during 
those  years,  we  find  that  there  has  been  a  decided  drop, 
amounting  to  as  much  as  16%  per  cent.  (E.,  XXVIII, 
11768).    He  added  further : 

"If  you  will  note  the  average  monetary 
monthly  price  of  steel,  of  these  different  kinds  of 
steel,  up  to  the  present  time,  and  notice  also  the 
purchasing  power,  it  will  be  noted  that  the  pur- 
chasing power,  as  compared  with  the  monetary 
value,  as  shown  by  the  relative  distance  between 
these  two  lines,  has  on  the  whole,  steadily  lessened 
during  the  entire  period  since  1901"  (E.,  XXVIII, 
11768). 

Prof.  Jenks  called  attention  to  the  increase  in  the 
production  of  gold  and  silver  since  1900  as  shown  on 
Defendants'  Exhibit  194  (D.  E.,  VIII,  653),  and  said 
that  it  is  practically  universally  conceded  that  the  very 
large  increase  in  the  output  of  gold  since  the  early 
nineties  has  tended  quite  decidedly  toward  lessening  the 
value  of  gold  as  compared  with  the  value  of  commodities 
in  general;  that  this  has  occasioned  a  general  increase 
in  commodity  prices  in  practically  every  civilized 
country  in  the  world;  that  a  comparison  of  the  trend 
of  prices  of  a  given  commodity  with  the  trend  of  com- 
modity prices  in  general  is  recognized  everywhere  as 
more  scientific  than  a  comparison  with  the  price  of  gold, 
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because  gold  or  the  basic  monetary  commodity,  what- 
ever it  may  happen  to  be,  is  a  single  commodity,  that  is 
subject,  over  considerable  periods  of  time,  to  very  great 
changes;  that  the  variation  of  any  single  commodity  is 
likely  to  be  so  great,  whether  that  commodity  be  gold 
or  any  other  single  article — likely  to  be  so  great  from 
year  to  year  that  we  can  not  get  any  general  true  idea 
as  to  the  effect  of  producing  or  selling  that  commodity 
upon  the  welfare  of  the  producer ;  that  on  the  other  hand, 
these  general  commodity  prices  are  so  prepared  that  they 
represent  with  a  great  degree  of  accuracy  the  general 
trend  of  comfort  that  would  be  expressed  by  the  cost  of 
living  of  individuals  in  the  community.  So  that  if  we 
express  the  value  of  any  single  commodity  in  terms  of 
general  commodities,  it  gives  us  a  substantially  accurate 
representation  as  to  the  value  of  this  single  commodity 
that  we  have  in  mind  in  terms  of  business  or  in  terms  of 
the  cost  of  living  (R.,  XXVIII,  11764-5). 

Prof.  Jenks  identified  Defendants'  Exhibits  194-212, 
inclusive  (D.  E.,  VIII,  653-71)  as  having  been  made 
under  his  supervision  (R.,  XXVIII,  11755). 

These  charts,  particularly  Exhibits  199-207  (D.  E., 
VIII,  658-66),  show  graphically  the  trend  of  prices  of 
various  steel  products  in  terms  of  money  since  the  Steel 
Corporation  was  formed  and  also  for  an  equal  period 
preceding  such  formation.  They  also  show  the  trend  of 
general  commodity  prices  during  the  same  periods  as 
tabulated  by  the  Government  and  the  constantly  increas- 
ing spread  between  those  prices  and  the  prices  of  steel 
products  since  the  Steel  Corporation  was  formed.  Ex- 
hibits 212  (D.  E.,  VIII,  671),  shows  graphically  the 
money  prices  and  "purchasing  power"  of  all  rolled  iron 
and  steel  products  from  1885  to  1913. 

These  charts  were  prepared  by  George  C.  Smith,  an 
assistant  of  Prof.  Jenks,  who  said  that  in  making  them 
he  used  the  same  sources  of  information  as  were  used  by 
Dr.  Walker  in  the  preparation  of  his  charts  (R.,  XXVIII, 
11748).  Mr.  Smith  said  that  the  Government  statis- 
ticians used  223  commodities  in  making  up  their  average 
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commodity  price  from  1860  to  1891,  and  are  now  using 
257;  that  the  English  use  56  and  the  Germans  157  (E., 
XXVIII,  11752-3). 

Pools  and  Combinations. 

The  petition  alleges  that  by  means  of  pools,  agree- 
ments, understandings,  associations,  dinners  and  other 
contrivances  conceived  and  promoted  by  the  Steel  Cor- 
poration, competition  has  been  largely,  if  not  altogether, 
suppressed  between  it  and  other  steel  manufacturers 
ever  since  the  Steel  Corporation  was  formed  (Pet,  48-61). 

The  answer  denies  this  allegation,  but  admits  and 
explains  the  existence  of  pools  in  the  early  days  of  the 
Corporation  and  the  holding  of  meetings  and  the  giving 
of  dinners  in  the  later  period  (Ans.,  38-46). 

Existence  of  Pools  Prior  to  the  Organization  of  the  Steel 

Corporation. 

Mr.  Schwab  testified  that  previous  to  the  organiza- 
tion of  the  Steel  Corporation  pools  and  similar  agree- 
ments existed,  not  only  in  steel,  but  in  all  lines  of  busi- 
ness, for  as  long  as  he  could  remember  (E.,  XI,  4269-70). 

With  respect  to  the  steel  industry,  he  said : 

"I  could  not  set  a  limit,  except  to  say  that 
they  existed  in  practically  every  branch  of  the 
business,  and  in  every  possible  direction.  Per- 
sonally, I  did  everything  that  I  could  to  lend  my 
efforts  to  the  formation  of  pools  at  that  period, 
because  I  thought  it  was  the  profitable  thing  to 
do"  (E.,  XI,  4156). 

Willis  L.  King  said  that  he  had  been  connected  with 
the  Sales  Department  of  Jones  &  Laughlin  for  over 
thirty  years;  that  as  far  back  as  he  had  any  knowledge 
of  the  steel  business  pools  and  associations  had  existed, 
and  by  tradition,  he  knew  they  dated  further  back  (E., 
VI,  2111-3). 

Powell  Stackhouse  testified  that  there  was  an  asso- 
ciation of  manufacturers  of  rails  as  far  back  as  1873 
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or  1874  which  operated  the  same  as  some  of  the  later 
pools   (R.,  IV,  1697-1700). 

Wallace  Buell  stated  that  between  1892  and  1896, 
during  which  time  he  was  connected  with  the  Washburn 
&  Moen  Mfg.  Company  (afterwards  taken  over  by  the 
American  Steel  &  Wire  Company),  it  was  a  party  to 
pooling  arrangements  supervised  by  E.  E.  Jackson,  cov- 
ering copper  wire,  insulated  wire,  magnet  wire  and  wire 
ropes  (R.,  I,  12-3). 

Percival  Roberts,  Jr.,  stated  that  many  years  prior  to 
1900  there  were  various  associations  of  manufacturers 
formed,  more  or  less  in  the  nature  of  profit-sharing 
schemes,  with  agreements  as  to  prices  at  which  material 
would  be  sold  (R.,  II,  854)  ;  that  the  pools  were  widely 
known  in  the  trade  and  were  spoken  of  in  the  trade 
papers,  and  their  prices  published.    He  said: 

"In  those  days,  and  until  I  gave  up  active 
business,  we  never  looked  on  those  pools  as  in 
any  manner,  shape  oi?  form  illegal;  we  thought 
we  had  a  perfect  right  to  make  such  arrange- 
ments, and  we  did  not  conceal  them  in  any  man- 
ner"  (R.,  XIII,  5104). 

Senator  Hoar  of  Massachusetts,  who  was  one  of  the 
authors  of  the  Sherman  Act,  on  August  22,  1891,  gave 
an  opinion  to  certain  wire  companies  for  which  he  was 
counsel,  to  the  effect  that  an  agreement  between  manu- 
facturers fixing  prices  and  apportioning  production  was 
not  illegal  under  the  Sherman  Act,  although  such  pro- 
duction was  sold  in  interstate  trade  (D.  E.,  II,  227-36). 

Judge  Gary  testified  that  he  was  advised  of  this  opin- 
ion in  1897  and  that  a  great  many  wire  manufacturers 
had  said  to  him  that  they  supposed  the  opinion  could  be 
depended  upon  as  a  correct  statement  of  the  law  (R., 
XII,  4867-70).  He  further  said  that  he  knew  by  the 
general  conversation  in  the  trade  along  in  1896  and  1897, 
that  the  general  opinion  of  the  manufacturers  and  their 
lawyers  was  that  they  had  a  legal  right  to  enter  into 
these  pooling  arrangements  (R.,  XII,  4874). 
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Continuance  of  the  Pools  After  the  Steel  Corporation 

was  Formed. 

Although  some  of  these  pools  were  continued  for  a 
time  after  the  Steel  Corporation  was  organized,  no  new 
ones  appear  to  have  been  formed,  with  the  possible  ex- 
ception of  two  or  three  of  the  Jackson  wire  pools  (E., 
XII,  4881).  With  respect  to  the  latter,  Mr.  Cragin  of 
the  Steel  &  Wire  Company  testified  that  he  did  not  think 
the  Rubber  Covered,  or  the  Eubber  Insulated  and  Lead 
Encased,  or  the  Underground  Power  Cable  people,  got 
together  until  1905  (R.,  I,  310).  Frank  G.  Newbury 
of  the  Roebling  Company,  however,  said  that  the  Rubber 
Covered  Wire  pool  was  formed  in  1900  and  reorganized 
in  1903  (R.,  I,  401),  and  Frank  Baackes,  general  mana- 
ger of  sales  of  the  Steel  &  Wire  Company,  stated  that 
the  Jackson  pools  were  in  existence  before  the  Steel  Cor- 
poration was  formed,  and  when  asked  whether  any  of 
them  were  formed  after  the  Steel  Corporation  was  organ- 
ized he  answered:  "Not  exactly,  but  very  likely  recon- 
structed, because  they  already  had  been  in  existence  more 
or  less  previous  to  that  time"  (R.,  I,  358-9). 

The  pooling  associations  (other  than  the  Jackson 
pools)  which  were  continued  after  the  Steel  Corporation 
was  formed,  were  the  Structural,  the  Plate,  the  Steel 
Shafting,  the  Boiler  Tube,  and  the  Rail  (R.,  XV,  6029- 
34;  VI,  2478;  XII,  4873). 

Mr.  Corey  testified  that  Judge  Gary  knew  at  the 
time  that  the  subsidiaries  of  the  Steel  Corporation  were 
operating  under  pooling  agreements  (R.,  VIII,  3000). 
On  cross-examination  he  was  asked  how  he  knew  it,  and 
answered:  "Because  he  attended  some  of  the  meetings." 
He  then  specified  a  combined  Plate  and  Structural  meet- 
ing held  in  1902  or  1903  as  one  attended  by  Judge  Gary, 
and  said  that  he  could  not  state  specifically  any  other 
meeting,  and  that  Mr.  Felton,  Mr.  King  and  Mr.  Schwab 
were  present  at  that  meeting  (R.,  VIII,  3074-6). 

Mr.  Worth  testified  that  in  the  fall  of  1900  Judge 
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Gary  attended  a  meeting  in  connection  with  the  organiza- 
tion of  the  Plate  Association.  He  said  it  was  the  second 
of  the  Plate  meetings,  and  that  an  understanding  was 
reached  at  that  meeting,  although  he  did  not  recall  sign- 
ing any  papers  at  that  time  (E.,  Ill,  1336-8). 

Mr.  King  testified  that  down  to  1904  the  Illinois 
Steel  Company  was  represented  at  the  Plate  Associa- 
tion meetings  by  Mr.  Baker,  and  the  Carnegie  Company 
by  Mr.  Bope,  both  general  sales  agents  (E.,  VI,  2083). 

A.  F.  Huston,  president  of  the  Lukens  Iron  &  Steel 
Company,  testified  that  the  first  and  second  meetings 
held  in  connection  with  the  organization  of  the  Plate 
Association  were  at  the  Waldorf-Astoria  in  New  York 
in  1900;  that  Judge  Gary  was  at  the  second  meeting; 
that  he  presumed  a  form  of  written  agreement  was  then 
arranged  for;  that  the  agreement  itself  was  drawn  up 
by  counsel  and  sent  to  him  to  be  printed ;  that  he  had  it 
printed  and  sent  copies  to  the  various  members  to  be 
signed ;  that  some  copies  were  signed  and  some  were  not ; 
that  he  got  word  that  the  agreement  would  have  to  be 
changed  and  called  the  copies  in  and  destroyed  them,  and 
that  afterwards  another  agreement  was  prepared  and 
signed  (B.,  IV,  1414-5) .  Mr.  Huston  said  that  to  the  best 
of  his  recollection  Judge  Gary  never  attended  any  later 
meeting  than  the  one  mentioned  above  (B.,  IV,  1421). 

Mr.  Temple,  the  commissioner  of  the  Structural  and 
Plate  associations,  testified  that  he  was  sure  Judge  Gary 
never  attended  any  of  the  Plate  or  Structural  meetings 
(E.,  XV,  6035). 

Mr.  Bope  testified  that  he  generally  attended  the 
Structural  and  Plate  pool  meetings  for  the  Carnegie  Com- 
pany, and  that  he  never  saw  Judge  Gary  at  any  one  of 
them  (E.,  XXVII,  11441, 11502). 

Mr.  Schwab,  who  as  president  of  the  Carnegie  Steel 
Company  was  instrumental  in  organizing  the  Plate  pool, 
stated  that  he  attended  the  meetings  of  that  pool,  and 
when  asked  whether  Judge  Gary  ever  attended  any  of 
them  answered  that  he  was  sure  he  did  not ;  and  on  being 


Digitized  by  Microsoft® 


264 

further  interrogated  as  to  whether  he  knew  of  the  Judge 
having  anything  to  do  with  them  he  replied : 

"To  the  best  of  my  knowledge,  Judge  Gary  did 
not  have  anything  to  do  with  any  of  these  pools. 
He  was  opposed  to  them.  When  I  was  president 
of  the  Steel  Corporation,  one  of  the  things  that  I 
had  to  contend  with  was  Judge  Gary's  opposition 
to  these  things  that  I  had  been  so  long  accustomed 
to. 

"Q.  How  did  you  manage  it? 

"A.  I  did  it  without  his  knowing  anything 
about  it"   (E.,  XI,  4167-8). 

Judge  Gary's  attention  was  called  to  the  statement  of 
Mr.  Corey  to  the  effect  that  he  (Gary)  had  attended  a 
Plate  and  Structural  meeting  in  1902  or  1903.     He  said : 

"I  think  Mr.  Corey  is  very  much  mistaken  in 
saying  that  he  ever  saw  me  at  any  of  those 
meetings ;  I  am  sure  he  is.  I  remember  attending 
a  meeting  at  the  Waldorf-Astoria  when  the  subject 
of  making  some  arrangement  concerning  plates 
was  discussed.  I  was  there  for  a  short  time.  I 
remember  that  distinctly,  and  it  seems  to  me  the 
form  of  a  proposed  agreement  was  submitted,  but 
anyhow  I  declined  to  enter  into  the  agreement,  and 
that  was  the  last  I  had  to  do  with  it.  I  have  no 
recollection  of  attending  any  meeting  of  the  struc- 
tural manufacturers,  and  I  have  no  recollection  of 
any  pooling  arrangement  concerning  structural 
material  or  plate  material  having  been  mentioned 
to  me  until  the  time  Mr.  Huston  testified  about  the 
plate  arrangement  in  the  Stanley  investigation, 
and  I  was  very  much  surprised  by  that  testimony" 
(E.,  XII,  4874). 

On  this  part  of  his  testimony  Judge  Gary  was  cross- 
examined  as  follows: 

"Q.  After  attending  the  meeting  that  you  say 
you  did  attend  did  you  make  any  inquiry  as  to  the 
outcome  of  it,  and  whether  or  not  the  Illinois, 
following  that  meeting,  became  a  party  to  any 
plate  association? 

"A.  No.     The  last  I  remember  about  it  Mr. 
Buffington  spoke  to  me  about  it,  and  I  told  him 
to  have  nothing  to  do  with  it. 
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"Q.  And  whether  he  did  have  anything  to  do 
with  it  after  that  you  do  not  know? 

"A.  I  do  not  know.  I  have  no  recollection 
whatever  of  having  heard  of  it  after  that"  (R., 
XIV,  5430-1). 

Mr.  Schwab's  report  to  his  company  respecting  the 
Plate  meeting  attended  by  Judge  Gary  will  be  found  in 
the  minutes  of  the  Carnegie  Steel  Company  held  No- 
vember 6,  1900  (G.  E.,  VI,  1901).     It  reads  as  follows: 

"Mr.  Schwab.  I  would  report  in  regard  to  the 
plate  matter,  that  I  think  there  is  very  little  doubt 
it  can  be  closed.  The  Federal  Steel  Company  is 
the  only  objector  to  the  arrangement,  but  this 
week  will  probably  see  the  arrangement  carried 
out  in  line  with  previous  advices,  only  on  a  more 
favorable  basis  to  ourselves  than  when  we  went 
into  the  negotiation.     *     *     * 

"I  spoke  to  Mr.  Carnegie  on  Sunday,  and  he 
was  delighted  with  the  arrangement." 

Mr.  Bacon,  who  was  a  member  of  the  finance  com- 
mittee from  the  formation  of  the  Corporation  until  Octo- 
ber 12,  1901,  and  again  from  January  6,  1903,  to  Sep- 
tember, 1905,  upon  being  interrogated  by  counsel  for  the 
Government  on  the  subject  of  pools  subsequent  to  the 
organization  of  the  Steel  Corporation,  said : 

"If  any  such  pools  existed,  they  were  abso- 
lutely contrary  to  the  policy  of  the  United  States 
Steel  Corporation,  even  although  they  may  have 
existed  after  the  formation  of  the  Corporation. 

"In  a  general  way  I  know  that  it  was  very  dif- 
ficult to  bring  about  reforms,  and  if  there  were 
any  such  agreements  or  contracts  or  pools  I  had 
no  specific  or  accurate  knowledge  of  them,  but  I 
knew  at  that  time  in  a  general  way  that  if  there 
were  any  it  was  absolutely  contrary  to  the  policy 
of  the  company"  (R.,  XIX,  5536-7). 

He  further  said  that  they  were  probably  not  contrary  to 
the  policy  of  Mr.  Schwab  or  Mr.  Corey  (R.,  XIV,  5537). 
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Dissolution  of  the  Pools. 

Judge  Gary  testified  that  after  the  Steel  Corporation 
was  formed,  there  were  some  meetings  held  to  consider 
the  percentages  of  rails  to  be  manufactured  by  the  dif- 
ferent rail  makers,  of  which  he  knew,  although  he  did 
not  remember  attending  any  of  them  (E.,  XII,  4873) ; 
that  these  meetings  had  nothing  to  do  with  the  fixing  of 
prices,  or  the  quantity  of  production,  but  simply  divided 
the  amount  produced;  that  the  sentiment  of  the  public 
and  the  views  of  the  lawyers  and  the  courts  began  to 
change  with  respect  to  these  associations,  and  that  his 
own  views  and  particularly  his  attitude  changed  also; 
that  the  Rail  Association  was  simply  abandoned;  that 
he  did  not  know  of  the  Structural,  Plate  or  other  pools 
and  was  surprised  to  find  that  any  of  the  Corporation's 
subsidiaries  were  in  any  such  arrangements  as  late  as 
they  were  because  they  knew  he  did  not  approve  of  them. 

He  said  that  in  the  latter  part  of  1904  he  took  up 
with  the  Finance  Committee  the  subject  matter  of  pools 
and  agreements  that  from  time  to  time  had  been  re- 
ferred to  in  decisions,  and  some  of  the  published  state- 
ments in  newspapers  about  them,  and  discussed  at  some 
length  the  changed  and  changing  attitude  of  the  public 
and  of  the  courts  and  of  high  Government  officials;  and 
that  the  concensus  of  opinion  was  that  they  must  be  cer- 
tain that  none  of  their  companies  were  parties  to  any  ar- 
rangement which  was  opposed  to  the  Sherman  Law.  He 
said  it  was  arranged  that  he  should  issue  an  order  that 
would  require  full  investigation  by  counsel,  and  require 
that  if  any  arrangement  was  discovered  which  was  ille- 
gal, it  should  be  absolutely  abandoned;  that  the  order 
was  given  in  the  most  positive  terms,  and  the  presidents 
of  the  subsidiary  companies  were  fully  instructed  (E., 
XII,  4873-7). 

Mr.  Corey,  who  became  president  of  the  Steel  Corpora- 
tion upon  the  resignation  of  Mr.  Schwab  in  the  fall  of 
1903,  testified  that  the  Plate  and  Structural  pools  were 
abandoned  about  the  end  of  1904  or  early  in  1905  under 
advice  of  counsel  specially  employed;  that  after  a  con- 
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ference  with  Judge  Gary  he  wrote  a  letter  to  the  presi- 
dents of  the  subsidiary  companies  specifically  instruct- 
ing them  to  wipe  out  all  combinations  and  pools  and 
everything  of  that  kind  that  might  be  regarded  by  said 
counsel  as  illegal,  and  he  assumed  that  those  instruc- 
tions had  been  followed  (R.,  VIII,  3073). 

Willis  L.  King,  Vice  president  of  Jones  &  Laughlin, 
testified  that  he  was  treasurer  of  the  Structural  and  Plate 
pools  during  their  existence;  that  both  of  these  were 
formed  before  the  organization  of  the  Steel  Corporation ; 
that  Judge  Gary  took  the  initiative  in  causing  the  aban- 
donment of  these  pools  in  the  fall  of  1904,  and  informed 
him  and  the  other  gentlemen  connected  with  them  that 
he  had  been  advised  by  counsel  in  whom  he  had  con- 
fidence that  those  associations  were  in  violation  of  the 
Sherman  law  (E.,  VI,  2100-1). 

H.  P.  Bope,  Vice  president  of  the  Carnegie  Company, 
testified  that  his  company  withdrew  from  all  pools,  price 
associations,  understandings  and  agreements  of  all  sorts, 
fixing  or  aimed  to  fix  prices  or  output,  after  the  receipt 
of  instructions  from  Judge  Gary  in  the  fall  of  1904,  and 
that  it  has  not  been  in  any  such  pool  or  agreement  since 
that  date  (R.,  XXVII,  11446). 

Wm,  C.  Temple,  who  was  commissioner  of  the  Plate, 
Structural  and  Steel  Shafting  associations,  testified  that 
at  a  meeting  of  one  of  these  associations  in  November  or 
December,  1904,  the  members  were  notified  by  some  of  the 
representatives  of  the  subsidiaries  of  the  Steel  Corpora- 
tion that  they  had  received  positive  instructions  to  with- 
draw from  all  associations,  and  that  as  far  as  they  were 
concerned,  they  would  have  no  further  connection  with 
them.  He  said  that  when  this  notification  was  received, 
the  associations  were  dissolved  by  mutual  consent  of  all 
parties  concerned  (R.,  XV,  6034-5). 

John  C.  Langan,  secretary  to  Mr.  Temple,  testified 
that  the  reason  for  breaking  up  these  associations  was 
that  Col.  Bope,  representing  the  Carnegie  Company, 
stated  that  Judge  Gary  had  ordered  him  to  withdraw 
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from  them.  He  said  this  statement  was  made  publicly 
in  the  meetings  in  the  latter  part  of  1904  (R.,  II,  838-9). 

Edward  Worcester,  Vice  president  of  the  National 
Tube  Company,  testified  that  the  association  of  boiler 
tube  manufacturers  (organized  several  years  before  the 
formation  of  the  Steel  Corporation)  was  wound  up  in 
the  summer  of  1906  (R.,  XXVII,  11346). 

Henry  Chalfant  fixed  the  date  of  the  abandonment 
of  this  association  as  in  the  spring  of  1906  (R.,  VI,  2478) . 

W.  P.  Worth,  of  Worth  Brothers,  Coatesville,  Pa., 
testified  that  he  commenced  attending  meetings  of  the 
boiler  tube  makers  about  1902,  and  continued  for  two 
years  or  two  years  and  a  few  months  (R.,  Ill,  1334). 
He  further  stated  that  after  the  end  of  1904,  or  the  be- 
ginning of  1905,  there  was  never  any  arrangement  or 
agreement  between  the  manufacturers  of  steel  products 
that  his  company  had  a  part  in  touching  either  prices  or 
output   (R.,  Ill,  1349). 

Jackson  Pools. 

As  already  stated,  these  pools  were  largely,  if  not 
altogether,  formed  before  the  organization  of  the  Steel 
Corporation.  They  were  continued  with  more  or  less 
changes  down  to  the  spring  of  1909. 

Judge  Gary  stated  that  he  first  heard  of  the  existence 
of  the  Jackson  pools  in  1908 ;  that  at  that  time  some  man 
came  to  his  office,  and  said  he  had  a  very  important  com- 
munication to  make,  and  told  him  that  the  Wire  Com- 
pany had  been  in  a  pooling  arrangement,  and  he  had  the 
facts;  that  he  (Gary)  then  sent  for  Mr.  Charles  Mac- 
Veagh,  the  general  solicitor  of  the  Corporation,  and 
briefly  stated  to  him  the  situation,  telling  him  that  he 
did  not  think  there  was  any  foundation  for  the  state- 
ment, as  he  understood  that  anything  that  could  possibly 
be  questioned  had  been  wiped  out  long  ago ;  that  he  asked 
Mr.  MacVeagh  to  go  into  the  matter  thoroughly  with  the 
man  who  had  come  to  his  office,  and  if  anything  was 


Digitized  by  Microsoft® 


269 


found  wrong,  to  be  certain  it  was  wiped  out  (E.,  XII, 
4880-1). 

Mr.  MacVeagh  testified  that  the  matter  of  the  Jack- 
son pools  was  brought  to  his  attention  by  Judge  Gary 
either  in  1908  or  1909 ;  that  Judge  Gary  told  him  he  had 
been  informed  by  some  person  that  the  American  Steel 
&  Wire  Company  was  in  a  pool;  that  he  (Gary)  did  not 
believe  it,  but  wanted  him  (MacVeagh)  to  investigate 
the  matter  and  go  to  the  bottom  of  it.  He  said  that  in 
a  few  days  Mr.  Baackes  came  to  his  office.  He  then 
continued  as  follows: 

"He  came  into  my  office  and  said,  'I  am  here 
at  your  mercy,  Mr.  MacVeagh.  I  have  been  sent 
here  by  Judge  Gary  to  do  exactly  what  you  tell 
me  to  do.'  He  said,  'I  am  in  a  pool.'  I  said, 
'Frank,  you  must  get  out  of  that.'  He  said,  'Well, 
I  will,  if  you  say  so,  but  I  have  been  advised  that  it 
was  legal,  that  it  was  not  a  pool  contrary  to  law.' 
I  said,  'If  that  is  so,  of  course,  you  will  not  have  to 
get  out  of  it,  if  it  is  perfectly  legal,'  and  I  said, 
'Who  advised  you?'  And  he  said,  'Mr.  Jackson.' 
I  said,  'I  would  like  to  know  Mr.  Jackson's  reasons 
for  that.'  And  he  said,  'I  will  get  Mr.  Jackson 
over  here  to  talk  to  you  about  it;'  so  either  that 
day  or  the  next,  I  cannot  recall  which,  by  appoint- 
ment through  Mr.  Baackes,  Mr.  Jackson  came  over 
to  my  office,  and  we  spent  some  hours  at  all  events 
talking  the  matter  over,  he  giving  me  his  views." 

Mr.  MacVeagh  said  that  at  the  close  of  this  interview 
he  told  Mr.  Jackson  he  was  still  of  the  opinion  that  the 
association  was  contrary  to  the  Sherman  law  and  illegal, 
and  that  later  he  instructed  Mr.  Baackes  that  he  must 
get  out  of  the  pool;  that  they  had  been  talking  about 
the  horseshoe  pool  only;  that  Mr.  Baackes  then  told  him 
that  he  was  in  other  pools  of  a  similar  character,  and 
he  told  Mr.  Baackes  that  he  must  get  out  of  all  of  them 
at  once;  that  he  then  reported  to  Judge  Gary  what  he 
had  done,  and  that  the  Judge  said:  "That  is  exactly 
what  I  wanted  you  to  do,  and  what  must  be  done."  (B., 
XV,  6054-7). 
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Samuel  J.  Bailey.,  assistant  to  Mr.  Jackson,  testified 
that  the  Horseshoe  pool  was  dissolved  in  March  or  April, 
1909,  because  of  the  withdrawal  of  the  Steel  &  Wire 
Company  therefrom  (E.,  I,  190-1). 

George  E.  Holton,  president  of  the  Bryden  Horse 
Shoe  Company,  testified  to  the  same  effect  as  Mr.  Bailey, 
and  said  that  since  April,  1909,  there  has  been  no  pool 
and  that  each  former  member  has  been  perfectly  free 
to  trade  as  he  liked  without  any  restraint  or  agreement 
or  understanding  with  anyone  else  (K.,  I,  86-7). 

Karl  G.  Roebling  testified  that  the  Wire  Bope  Asso- 
ciation was  discontinued  in  1906  or  1907  (R.,  I,  266)  ; 
that  the  last  meeting  of  the  Bare  Copper  Wire  Associa- 
tion was  in  March  or  April,  1909 ;  that  the  reason  for  the 
disbanding  of  the  latter  was  the  withdrawal  of  the  Steel 
&  Wire  Company  therefrom  (R.,  I,  271-2). 

George  A.  Cragin,  assistant  manager  of  sales  of  the 
Steel  &  Wire  Company,  testified  that  his  company  with- 
drew from  the  wire  pools  in  the  spring  of  1909  (R.,  I, 
311). 

In  the  minutes  of  the  Rubber  Covered  Wire  Associa- 
tion of  January  15,  1909,  there  appears  an  entry  to  the 
effect  that  the  Supervisor  reported  that  he  had  received 
notices  of  withdrawal  from  the  association  from  H.  A. 
Reed,  George  A.  Cragin  and  LeBaron  C.  Colt,  to  take 
effect  February  1st  (R.,  I,  411-2). 

Mr.  Baackes  testified  that  the  Jackson  pools  broke 
up  in  the  spring  of  1909  by  reason  of  the  instructions 
he  received  from  Mr.  MacVeagh  (R.,  I,  361).  He  said 
that  the  Steel  &  Wire  Co.  had  nothing  to  do  with  the 
organization  of  the  Jackson  pools ;  that  it  never  originated 
any  of  them;  that  they  were  in  existence  before  he  be- 
came sales  agent  of  the  Steel  &  Wire  Company,  which 
was  in  the  year  1900;  that  they  were  formed  by  other 
manufacturers  in  connection  with  Mr.  Jackson,  and  the 
Steel  &  Wire  Co.  was  invited  to  become  a  party  to  them ; 
that  in  going  into  them  he  acted  upon  his  own  authority, 
and  did  not  consult  with  any  of  the  officers  of  the  Steel 
Corporation ;  that  he  never  informed  Judge  Gary,  or  any 
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of  the  other  head  officers  of  the  Steel  Corporation,  or  any 
member  of  the  Board  of  Directors,  that  he  was  a  party  to 
the  Jackson  pools;  that  the  Steel  &  Wire  Company  was 
never  the  leading  factor  in  any  of  these  pools;  that  there 
was  none  of  them  in  which  the  Steel  &  Wire  Company  had 
a  greater  allotment  than  any  other  company;  that  only 
about  3  per  cent,  of  the  total  tonnage  of  the  Steel  &  Wire 
Company  was  affected  by  these  pools,  and  less  than  one- 
half  of  one  per  cent,  of  the  output  of  all  the  subsidiaries  of 
the  Steel  Corporation,  and  that  after  1904  this  one-half 
of  one  per  cent,  of  wire  products  was  the  total  of  the  Steel 
Corporation's  output  that  was  pooled,  and  that  all  the 
rest  was  sold  in  free  and  open  competition  (R.,  I,  358- 
61). 

Mr.  MacVeagh  testified  that  before  Judge  Gary  sent 
for  him  on  the  occasion  above  referred  to,  he  had  not 
the  slightest  information  that  the  American  Steel  &  Wire 
Company  was  in  any  pool  or  association  (R.,  XV,  6062). 

Mr.  Cragin  said  that  during  the  time  the  Jackson 
pools  were  in  operation,  the  subject  of  their  legality  was 
frequently  discussed ;  that  Mr.  Jackson  always  expressed 
himself  as  entirely  convinced  that  nothing  was  being 
done  that  was  not  within  the  limits  of  the  law.  He  said 
that  he  had  no  knowledge  or  information  that  Judge 
Gary  knew  anything  whatever  about  the  existence  of  the 
Jackson  pools  until  the  spring  of  1909,  at  or  about  the 
time  they  were  done  away  with;  that  he  never  disclosed 
to  Judge  Gary  or  to  any  of  the  other  head  officers  or 
directors  of  the  Steel  Corporation  his  connection  with 
these  associations;  that  he  neither  spoke  to  them  nor 
wrote  to  them  on  the  subject  (R.,  I,  313-4).  He  said  that 
the  Steel  &  Wire  Co.  never  got  up  any  of  the  Jackson 
pools,  and  was  never  the  leader  in  the  movement  to  create 
any  of  them;  that  it  simply  joined  them  on  the  solicita- 
tion of  the  other  manufacturers  (R.,  I,  299). 

Mr.  Schwab  testified  that  he  had  no  knowledge  what- 
ever while  president  of  the  Steel  Corporation  of  the  exist- 
ence of  the  Jackson  wire  pools  or  of  the  connection  of 
the  American  Steel  &  Wire  Company  with  the  same; 
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that  in  the  early  days  of  the  Steel  Corporation  Mr.  Jack- 
son called  to  see  him  and  explained  to  him  the  method 
he  proposed  for  such  a  pool;  that  he  (Schwab)  did 
not  think  well  of  it,  and  told  Mr.  Jackson  that  he  did 
not  think  well  of  it,  did  not  approve  of  it,  and  never 
heard  anything  of  it  after  that  time  (E.,  XI,  4155). 

Mr.  Farrell  testified  that  he  knew  of  the  existence 
of  the  Jackson  wire  pools,  but  that  the  Steel  Products 
Company,  of  which  he  was  president,  was  not  a  party 
to  them;  that  he  never  had  any  conference  with  Mr. 
Jackson  relative  to  them;  that  his  company  was  acting 
as  agent  of  the  American  Steel  &  Wire  Company  and 
sold  its  wire  products  at  the  prices  fixed  by  the  Wire 
Company;  that  he  made  one  or  more  affidavits  at  the 
request  of  the  Wire  Company  with  respect  to  the  amount 
of  such  products  that  were  exported;  that  he  never  im- 
parted any  information  concerning  these  pools  to  Judge 
Gary,  or  any  of  the  executive  officers  of  the  Steel  Corpo- 
ration, for  the  reason  that  he  did  not  consider  it  was 
his  business,  and  that  so  far  as  he  knew,  none  of  the 
Steel  Corporation's  officers  had  any  knowledge  of  them 
(E.,  X,  4085-92). 

Nature  and  Operation  of  the  Various  Pools  and 
Associations. 

Structural  Association. 

This  association  was  formed  in  1897.  Mr.  Schwab 
identified  Exhibit  B  attached  to  the  petition  as  the  agree- 
ment under  which  it  operated  (E.,  X,  4288). 

Mr.  Temple  stated  that  the  association  never  divided 
territory  or  limited  output;  that  the  members  met  and 
decided  on  what  they  considered  was  a  fair  price  as  war- 
ranted by  market  conditions,  and  by  the  cost  of  produc- 
tion; that  at  the  time  of  the  organization  each  member 
filed  a  statement  of  his  output,  and  the  percentage  to 
which  each  was  entitled  was  ascertained  by  apportioning 
the  aggregate;  that  these  percentages  were  changed  from 
year  to  year  as  their  shipments  or  capacities  changed; 
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that  at  the  beginning  there  were  about  400,000  tons  ca- 
pacity in  the  association,  and  before  the  close  in  1904  they 
were  shipping  up  to  1,200,000  tons.  He  said  that  if 
on  any  month's  shipments  any  member  exceeded  his  per- 
centage as  shown  by  his  original  capacity  percentage, 
he  was  taxed  a  certain  amount  based  on  a  charge  per 
ton  or  per  hundred  pounds  on  the  amount  of  shipment 
that  he  exceeded  his  allotment ;  that  in  the  first  instance 
a  deposit  of  either  $50,000  or  fl00,000  was  made  to 
guarantee  good  faith  against  which  could  be  charged 
member's  penalties,  if  they  failed  to  pay  assessments, 
and  that  after  a  few  years  this  fund  was  regarded  as 
unnecessary,  and  was  abandoned  (R.,  XV,  6031-2). 

Mr.  Langan  testified  that  he  first  became  connected 
with  the  business  of  this  association  early  in  1903  (R., 
II,  817)  ;  that  at  first  the  tax  on  excess  shipments  over 
the  percentage  allotted  to  the  respective  members  was 
$4.  a  ton;  that  later  it  was  reduced  to  |2.  a  ton  (R.,  II, 
820)  ;  that  the  tax  upon  the  excess  did  not  operate  to 
keep  down  the  output  as  any  member  who  was  able  to 
get  business  at  the  current  price  could  make  more  money 
by  doing  all  that  he  could,  and  paying  the  tax  on  what 
he  did  over  his  allotment  (R.,  II,  840). 

Plate  Association. 

This  association  was  formed  in  the  fall  of  1900. 

Mr.  Worth  testified  that  the  combined  output  of  its 
members  represented  from  90  to  95  per  cent,  of  the  plate 
output  of  the  country  (R.,  Ill,  1341). 

Mr.  Temple  testified  that  the  procedure  in  the  plate 
association  was  practically  the  same  as  in  the  structural ; 
that  the  members  reported  to  him  as  Commissioner  their 
total  shipments;  that  he  tabulated  these  statistics,  and 
made  a  report  once  a  month  to  all  the  members,  showing 
generally  the  amount  of  business  done  by  each,  the  total 
done  by  all  and  the  percentage  of  each,  the  amount  they 
were  under  or  over,  and  the  bonus  or  penalty  for  under 
or  overshipments  (R.,  XV,  6033-4). 
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The  form  of  these  reports  appears  as  Government 
Exhibit  473  (G.  E.,  XIV,  2809),  which  is  a  copy  of  the 
report  for  December,  1904,  the  last  month  of  the  pool. 
The  Government  also  offered  as  Exhibits  474  and  475 
(G.  E.,  XIV,  2810-11)  two  statistical  reports,  one  for  Jan- 
uary, 1905,  and  one  for  October,  1906.  These  two  reports 
were  made  to  a  statistical  association  which  succeeded  this 
pool,  and  will  be  hereafter  referred  to.  It  is  to  be  noted 
that  these  reports  do  not  contain  any  computations  of 
amounts  due  to  or  from  the  different  manufacturers  for 
undershipments  or  overshipments. 

Steel  Shafting  Association. 

Mr.  Langan  testified  that  there  were  thirteen  or  four- 
teen members  of  this  associaton,  among  them  the  Steel 
&  Wire  Company,  and  that  in  its  organization,  procedure 
and  methods  it  was  similar  to  the  structural  and  plate 
associations  (R.,  II,  834).  He  said  that  the  share  of 
the  Steel  &  Wire  Company  in  this  association  was  not 
over  3  per  cent.,  and  that  no  other  subsidiary  of  the  Steel 
Corporation  was  a  member  (R.,  II,  838). 

Associations  of  Bail  Makers. 

It  is  alleged  in  the  petition  that  from  1867  to  1900 
the  prices  of  rails  varied  every  year.  There  are  also 
averments  relative  to  combinations  among  rail  makers 
during  that  period.  It  is  further  alleged  that  while  no 
written  agreement  has  come  into  possession  of  the  peti- 
tioner the  facts  are  that  throughout  the  period  since 
1901  the  constituent  companies  of  the  Steel  Corpora- 
tion, and  the  Corporation  itself,  have  been  parties  to 
agreements  or  undertakings  reached  through  meetings 
of  makers  of  rails  who,  if  unrestrained  would  have  been 
competitors,  by  which  competition,  commerce  and  trade 
have  been  restrained  and  prices  maintained  without 
change  in  contravention  of  the  Anti-Trust  Act,  and  that 
the  greatest  factor  in  producing  this  unlawful  result 
has  been  the  Steel  Corporation  (Pet.,  p.  51). 
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The  answer  denies  the  allegation  with  reference  to 
agreements  or  understandings  affecting  the  price  of  rails 
entered  into  since  1901,  but  admits  that  some  of  the  sub- 
sidiary companies  of  the  Corporation  were  parties  to 
tacit  understandings  relating  to  steel  rails  before  the 
Steel  Corporation  was  formed,  and  continued  the  same 
more  or  less  until  1904.  It  alleges  that  at  this  date  they 
were  abandoned  altogether  and  that  such  understandings 
had  practically  no  effect  on  prices  or  output,  and  effected 
no  restraint  of  trade  or  commerce  during  the  period 
which  followed  the  organization  of  the  Steel  Corpora- 
tion (Ans.,  pp.  40-1). 

Powell  Stackhouse,  former  president  of  the  Cambria 
Steel  Company,  testified  as  to  an  association  among  rail 
makers  called  the  Pneumatic  Association,  formed  about 
the  time  the  making  of  steel  rails  was  commenced  in 
1873  or  1874.  He  said  the  Pneumatic  Agreement,  so- 
called,  was  the  basis  of  the  agreements  between  rail 
makers  for  a  great  many  years  (E.,  IV,  1698-9).  He  said 
that  these  various  agreements  continued  until  what  was 
known  as  the  "Illinois-Carnegie  row"  about  1897  (K.,  IV, 
1700,  1706). 

Mr.  Stackhouse's  testimony  is  a  little  confusing  as 
to  whether  the  arrangement  among  the  rail  makers  that 
succeeded  the  warfare  between  the  Carnegie  and  Illinois 
Companies  included  price  fixing  or  merely  a  division 
of  tonnages,  but  after  a  somewhat  protracted  examina- 
tion he  finally  testified  that  under  the  later  arrangement 
the  members  of  the  association  were  free  to  make  any 
price  they  saw  fit,  and  that  the  key  to  the  agreement  was 
the  payment  of  a  penalty  for  exceeding  the  apportion- 
ment, and  that  there  was  not  an  agreement  fixing  the 
price  (R,  IV,  1712-3).  He  further  testified  that  there 
was  a  general  understanding  as  to  what  the  price  of 
rails  was;  that  no  one  wanted  to  sell  his  product  at  a 
less  price  than  anybody  else,  and  that  sometimes  he  (Mr. 
Stackhouse)  got  more  than  other  manufacturers  for  his 
rails  (R.,  IV,  1716). 

Mr.  Stackhouse  said  that  the  prices  received  for  rails 
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by  each  manufacturer  were  usually  the  same,  as  the 
various  railroads  apportioned  their  orders,  and  would  not 
pay  one  mill  more  than  another.  He  instanced  the 
Pennsylvania  Railroad  which  reaches  both  the  Pitts- 
burgh and  Chicago  mills.  He  said  that  in  apportioning 
its  orders  this  railroad  would  give  the  different  mills  a 
part  of  its  requirements  at  the  same  price  it  gave  other 
mills,  but  not  at  any  higher  price  (R.,  IV,  1721). 

When  asked  with  reference  to  the  way  the  price  hap- 
pened to  be  raised  after  the  formation  of  the  Corporation 
from  $26  to  $28  a  ton,  he  replied : 

"As  I  told  you,  in  our  general  meetings  we 
discussed  the  matter,  and  I  may  have  said  to 
Cambria,  'I  think  we  ought  to  sell  our  rails  at 
$28',  and  some  others  may  have  said,  'We  think 
we  ought  to  get  that  price  too,'  and  that  would 
be  pretty  near  the  extent  of  it.  It  would  be 
generally  agreed  on  that  that  was  a  fair  price; 
not  agreed  on,  but  generally  understood  that  it 
was  a  fair  price"  (R.,  IV,  1724). 

After  testifying  as  to  the  increased  cost  of  production 
after  1901  through  the  increase  in  labor  costs  all  along 
the  line  from  the  work  of  taking  the  ore  out  of  the  mines 
to  the  completion  of  the  finished  product,  he  stated  that 
the  margin  between  the  cost  of  making  rails  and  the 
$28  price  constantly  diminished;  that  on  that  account 
there  were  discussions  at  some  meetings  (of  the  Rail 
Association)  as  to  whether  the  price  of  rails  ought  not 
to  be  increased;  that  some  of  the  rail  makers  wanted  to 
increase  the  price  on  account  of  the  increase  of  cost; 
that  the  competitors  of  the  Steel  Corporation  as  a  rule 
would  have  approved  of  a  higher  price  if  there  had  been 
any  possibility  of  getting  the  Steel  Corporation  to  raise 
its  price,  but  that  the  latter  had  consistently  refused  to 
do  so,  and  the  other  makers  therefore  could  not  get  more 
(R.,  IV,  1718-19).  He  said  that  John  W.  Gates  usually 
represented  the  Illinois  or  Federal,  but  that  Judge  Gary 
represented  the  Federal  at  some  of  the  meetings;  that  at 
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one  or  two  of  the  meetings  he  knows  that  Judge  Gary 
was  present  (K.,  IV,  1702). 

Mr.  Felton,  president  of  the  Pennsylvania  Steel  Com- 
pany since  1896,  stated  that  the  Pennsylvania  and  Mary- 
land, the  Carnegie,  Illinois,  Colorado,  Cambria  and 
Lackawanna  were  in  a  rail  pool  from  early  in  1900  to 
the  end  of  1904  (R,  IV,  1673-4);  that  previous  to  the 
formation  of  the  pool  prices  were  very  nearly  uniform 
because  one  mill  would  know  what  the  other  mills  were 
selling  at,  and  would  have  to  make  about  the  same  price 
or  it  could  not  sell  (R.,  IV,  1675) .  When  asked  whether 
a  minimum  price  was  agreed  on  after  the  formation  of 
the  pool  he  replied  "There  was  no  price  ever  agreed  on." 
When  asked  whether  there  was  a  uniform  minimum  price 
list  he  stated  that  he  did  not  know  absolutely  what  the 
other  companies  did,  but  if  the  prices  had  varied  con- 
siderably from  the  price  that  was  talked  over  and  con- 
sidered to  be  fair,  he  would  have  learned  of  it  (R.,  IV, 
1675).    He  said: 

"No  member  of  the  pool  ever  agreed  to  sell 
at  any  minimum  price.  We  talked  the  matter 
over  and  considered  what  seemed  to  be  a  reason- 
able and  fair  price,  but  we  were  at  all  times  free 
to  charge  any  price  we  chose.  As  a  matter  of 
fact  we  adhered  pretty  close  to  the  price  which 
seemed  to  be  a  reasonable  price,  but  we  were  never 
controlled  by  any  agreement;  there  was  never  any 
obligation  to  do  it"  (R.,  IV,  1676). 

Walter  Scranton,  formerly  vice-president  and  later 
president  of  the  Lackawanna  Iron  &  Steel  Company,  tes- 
tified that  in  the  period  between  1890  and  1900  his  com- 
pany was  in  a  rail  pool  from  which  it  withdrew  in  1897 
(R.,  VIII,  3188),  and  that  between  1897  and  the  forma- 
tion of  the  Steel  Corporation  it  became  a  member  of  a 
percentage  rail  pool  (R.,  VIII,  3193-4).  When  asked 
whether,  during  this  latter  period,  the  manufacturers 
reached  any  agreement  as  to  the  price  of  standard  rails, 
he  stated  that  he  did  not  remember  any  agreement  as 
to  price;  that  meetings  were  held  and  it  was  suggested 
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that  a  certain  price  should  be  made  that  would  vary  in 
different  mills  and  orders,  but  there  was  no  special  agree- 
ment as  in  some  of  the  other  pools  (R.,  VIII,  3194).  He 
said  that  Mr.  Schwab,  who  was  then  President  of  the 
Carnegie  Company,  attended  these  meetings,  and  that 
Judge  Gary  and  Mr.  Buffington  attended  them  in  behalf 
of  the  Federal   (R.,  VIII,  3196). 

William  E.  Corey  testified  that  after  he  became  an 
officer  of  the  Carnegie  Company  there  was  a  friendly 
relation  among  the  rail  manufacturers,  whereby  each 
company  was  supposed  to  manufacture  a  certain  amount 
of  rails  per  year,  according  to  the  total  tonnage  of  the 
country;  that  if  any  company  sold  more  than  the  per- 
centage it  was  understood  belonged  to  them,  they  might 
elect  to  transfer  that  tonnage  to  some  other  company; 
that  the  prices  were  generally  the  same. 

"Q.  The  prices  by  agreement  of  those  parties? 
A.  By  understanding,  yes." 

He  further  testified  that  this  arrangement  "lasted 
until  about  1904 ;  it  might  have  been  1905 ;  I  don't  know." 
He  said  that  Mr.  Schwab,  or  sometimes  Judge  Gary,  rep- 
resented the  Corporation  at  these  meetings,  Mr.  Buffing- 
ton  the  Illinois,  and  he,  himself,  represented  the  Carnegie 
and  sometimes  Illinois  also  (R.,  VIII,  2940-1).  He 
further  said  that  this  arrangement  was  not  made  after 
the  organization  of  the  Steel  Corporation,  but  was  a 
"hang-over"  from  the  subsidiaries  (R.,  VIII,  3030-1). 

The  minutes  of  the  Carnegie  Company  of  October  4, 
1900  (G.  E.,  VI,  1894),  record  the  following: 

"Mr.  Schwab.  The  'rail  pool'  decided  that 
$26  was  about  the  proper  price  for  rails  this  year, 
which  conclusion  was  reached  after  having  had 
the  advices  of  a  great  many  railroad  presidents 
that  they  were  satisfied  to  pay  |25  or  over.  Most 
of  them  said  $25.  One  went  as  high  as  $28.— Mr. 
Newman  of  the  Lake  Shore.  From  all  we  can 
learn  our  price  is  being  badly  received  by  the  rail- 
roads with  the  claim  it  is  too  high.  There  is  a 
meeting  of  the  rail  people  today,  which  I  could 
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not  attend.  Judge  Gary  has  reported  they  were 
seriously  considering  putting  the  price  lower,  and 
has  asked  my  advice.  My  opinion  is  that  at  this 
time  it  would  be  a  serious  matter  to  change  the 
price.  The  other  people  have  no  rails  to  make 
while  we  have,  and  they  are  naturally  anxious 
for  orders.  My  recommendation  is,  therefore,  that 
we  stick  to  the  price  we  have  fixed,  at  least  until 
after  election,  and  then  make  a  reduction  if  it  is 
found  necessary  to  do  this. 

"I  have  information  this  morning,  although 
not  directly  confirmed  that  the  railroad  presidents 
had  a  meeting  yesterday,  and  decided  they  would 
not  pay  over  $22  per  ton.  If  the  Board  is  entirely 
satisfied  I  will  act  on  the  policy  of  holding  to 
our  price  at  least  until  after  election. 

"Mr.  Peacock.  I  would  hold  the  price  for  the 
present.  I  do  not  say  until  election,  as  we  can- 
not tell  what  will  happen  between  now  and  then. 
While  I  was  in  favor  of  $25  I  do  not  believe  a 
reduction  to  this  price  would  do  any  good  today. 
I  think  we  will  have  to  go  below  $25. 

"Mr.  Phipps.  I  would  not  favor  making  any 
change  today." 

The  minutes  of  the  Carnegie  Company  of  December 
31,  1900  (G.  E.,  VI,  1906-7),  say  of  Mr.  Schwab: 

"He  asked  the  views  of  the  Board  as  to  an 
advance  on  rails,  stating  that  people  are  holding 
off,  expecting  there  will  be  some  reduction.  His 
idea  was  to  give  notice  that,  on  a  certain  date, 
we  will  advance  rails  a  dollar  per  ton,  which 
might  bring  out  further  business." 

Foreign  Rail  Pool. 

The  Government  offered  in  evidence  the  minutes  of 
a  meeting  of  the  finance  committee  of  the  Steel  Corpora- 
tion held  November  1,  1904  (G.  E.,  II,  603-4).  These 
minutes  recite  the  following : 

"The  president  brought  up  the  question  of 
making  some  arrangement  with  foreign  producers 
in  regard  to  price  of  rails  to  be  sold  in  neutral 
markets. 
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"After  a  full  discussion,  the  question  was  re- 
ferred to  Messrs.  Gary  and  Corey  with  power." 

Mr.  Corey  testified  that  on  November  1,  1904,  he  was 
president  of  the  Steel  Corporation.  He  said  that  at 
that  period  there  was  no  understanding  or  agreement  be- 
tween the  Steel  Corporation  and  foreign  manufacturers 
with  regard  to  competition  in  foreign  markets,  but  that 
there  had  been  such  understandings  or  agreements  at 
various  times  to  his  personal  knowledge;  that  there  was 
an  understandng  with  foreign  manufacturers  that,  in 
the  neutral  markets  of  the  world,  certain  tonnages  should 
be  distributed  among  the  producing  countries,  but  that 
this  did  not  include  any  assignment  or  division  of  ter- 
ritory (R.,  VIII,  2944-7).  He  stated  that  he  presumed 
that  after  the  passage  of  the  resolution  of  November  1, 
1904,  he  and  Judge  Gary  took  up  with  other  manufactur- 
ers the  question  of  rails  to  be  sold  in  foreign  markets. 
On  being  asked  with  whom,  he  answered  "Manufacturers 
on  the  seaboard  like  the  Lackawanna  and  the  Pennsylva- 
nia" and  foreign  manufacturers  in  "England,  France, 
Germany  and  possibly  Belgium."  On  being  asked  where 
he  and  Judge  Gary  met  them,  he  answered,  "We  did  not 
meet  at  all,"  and  added  that  he  personally  never  met 
them.  On  being  asked  who  did  meet  them,  he  answered, 
"Mr.  Farrell,"  and  stated  that  Mr.  Farrell  met  them 
abroad  at  various  times  when  the  question  was  being  dis- 
cussed. He  said  that  Mr.  Farrell  made  verbal  reports 
back  to  the  Steel  Corporation  of  what  was  done.  On 
being  asked  what  character  of  arrangement  was  entered 
into  by  the  representatives  of  the  Steel  Corporation  he 
answered  that  he  was  not  familiar  with  the  details,  and 
stated  that  he  believed  there  was  an  understanding  with 
the  foreign  manufacturers  as  late  as  the  end  of  the  year 
1910;  that  under  this  understanding  the  Steel  Corpora- 
tion was  not  to  sell  and  did  not  sell  in  countries  abroad 
where  steel  was  being  manufactured,  and  that  the  manu- 
facturers of  those  countries  refrained  from  selling  in  the 
United  States.    He  said  he  never  heard  the  matter  men- 
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tioned  in  any  board  or  committee  meeting  of  the  Steel 
Corporation ;  that  Mr.  Farrell  was  the  only  man  who  was 
familiar  with  the  details  of  that  business,  and  that  he 
(Farrell),  had  full  power  to  act  for  the  Corporation  (E., 
VIII,  2948-51). 

On  cross-examination  Mr.  Corey  said  that  as  a  busi- 
ness proposition,  it  would  not  ordinarily  pay  the  manu- 
facturer in  a  distant  country  to  ship  to  railroads  located 
adjacent  to  mills  in  another  country  in  competition  with 
them.  On  being  referred  to  his  testimony  on  direct-ex- 
amination to  the  effect  that  there  was  an  understanding 
that  the  Steel  Corporation  would  not  sell  and  did  not 
sell  in  countries  abroad  where  steel  rails  were  manu- 
factured, and  that  in  turn  the  manufacturers  of  those 
countries  refrained  from  selling  in  the  United  States,  he 
said  that  this  testimony  was  a  mistake;  that  his  inten- 
tion was  to  say  that  that  was  his  understanding,  and 
that  he  personally  did  not  participate  in  malting  any 
such  arrangement  with  the  foreigners,  and  that  he  knew 
nothing  about  what  the  arrangement  with  them  was  ex- 
cept what  Mr.  Farrell  told  him  (B,,  VIII,  3035-6).  He 
further  said  that  there  was  a  high  tariff  on  rails  in 
France,  Germany  and  Austria;  that  he  had  no  recollec- 
tion of  the  tariffs  in  other  countries,  except  that  Canada 
and  Australia  had  preferential  duties  in  favor  of  England 
as  against  other  countries,  the  amount  of  which  he  did 
not  recall  (E.,  VIII,  3038-9). 

Mr.  Farrell  testified  that  he  never  heard  of  the  reso- 
lution of  November  1,  1904,  above  referred  to  until  it 
was  introduced  in  evidence  in  this  case,  and  that  neither 
Mr.  Gary  nor  Mr.  Corey  ever  spoke  to  him  about  making 
any  arrangement  of  the  kind  referred  to  therein.  He  said 
that  he  never  told  Mr.  Corey  that  any  arrangement  had 
been  made  with  foreign  rail  makers  by  which  it  was 
agreed  or  understood  that  they  would  not  sell  in  this 
market ;  that  from  time  to  time  he  did  tell  Mr.  Corey  that 
he  did  not  think  foreign  rail  makers  would  sell  rails  in 
this  country;  that  such  was  his  opinion  because  we  had 
a  production  of  5,000,000  tons  of  rails  a  year  in  this 
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country  and  a  duty  of  $7.84  a  ton  (R.,  X,  4054-5).  He 
said  that  as  a  matter  of  fact  he  never  made  any  agree- 
ment or  arrangement,  or  had  any  understanding  with  for- 
eign producers  that  they  should  not  sell  in  this  market 
(R.,  X,  4056). 

In  another  connection  Mr.  Farrell  testified,  as  al- 
ready pointed  out,  that  the  Steel  Products  Company  has 
been  free  and  independent  in  the  conduct  of  its  business, 
and  has  never  operated  under  pools  or  agreements  with 
either  foreign  or  domestic  manufacturers  or  competitors; 
that  its  business  has  been  conducted  independently  and 
that  it  has  never  had  any  contract  or  agreement  or  pool- 
ing arrangement  with  any  foreign  manufacturer  by  which 
it  has  agreed  to  stay  out  of  any  market  in  consideration 
that  such  manufacturer  would  stay  out  of  this  market 
(R.,  X,  3834-5) .  Mr.  Farrell  further  stated  that  customs 
duties  in  France,  Germany,  Austria,  Russia  and  Italy  are 
practically  prohibitive;  that  while  the  duties  in  Belgium 
are  low,  the  capacity  of  the  mills  there  is  very  great  and 
that  90  per  cent,  of  the  product  of  the  Belgian  mills  is 
exported;  that  they  have  very  large  and  modern  steel 
works,  very  low  costs  and  cheap  labor,  and  that  the  Steel 
Corporation  can  do  no  business  there  except  in  lines  not 
covered  by  their  home  manufacturers;  that  while  there 
is  no  tariff  duty  to  encounter  in  England,  it  is  a  difficult 
market  in  which  to  do  business,  although  the  Steel  Cor- 
poration does  sell  some  semi-finished  material  to  manu- 
facturers there  (R.,  X,  3848-9.). 

Mr.  Schwab  testified  that  there  had  never  been  a 
foreign  rail  pool  to  his  knowledge  with  which  the  Cor- 
poration or  any  of  its  subsidiaries  was  connected  either 
while  he  was  president,  or  afterwards;  that  he  never 
heard  of  any  agreement  between  the  Steel  Corporation 
or  any  of  its  subsidiaries  by  which  the  foreign  rail  pro- 
ducers undertook  to  keep  out  of  the  American  market 
or  under  which  the  Steel  Corporation  or  any  of  its  sub- 
sidiaries undertook  to  keep  out  of  the  market  of  any 
foreign  country  (R.,  XI,  4188). 

Judge  Gary's  attention  was  called  to  the  minutes  of 
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the  finance  committee  of  November  1,  1904,  and  he  stated 
that  the  action  there  recorded  was  probably  taken  to 
bury  the  question;  that  the  committee  never  took  any 
action  under  the  resolution ;  that  neither  that  committee 
as  a  committee,  nor  he  as  an  individual,  ever  made  or 
attempted  to  make  any  arrangement  with  foreign  pro- 
ducers in  regard  to  the  price  of  rails  to  be  sold  in  neutral 
markets  or  anywhere  else,  and  that  so  far  as  he  knew 
Mr.  Corey  never  did;  that  so  far  as  he  knew  there  never 
was  any  arrangement  made  with  foreign  producers  by 
which  they  agreed  to  stay  out  of  the  American  market 
in  consideration  of  the  Steel  Corporation  staying  out 
of  the  foreign  market,  or  on  any  other  consideration,  or 
without  any  consideration.  He  said  that  he  never  au- 
thorized Mr.  Farrell  to  make  any  such  agreement  on  be- 
half of  the  Corporation  or  on  behalf  of  anybody,  nor  was 
he  ever  informed  by  Mr.  Farrell  or  anybody  else  of  his 
having  made  any  such  arrangement,  or  of  anybody  else 
having  made  such  an  arrangement  with  or  without  au- 
thority (E.,  XII,  4897-9). 

Mr.  Bacon,  who  was  present  at  the  meeting  of  the 
finance  committee  on  November  1,  1904,  stated  that  he 
very  well  remembered  the  resolution  referred  to  by  Mr. 
Corey;  that  it  was  toward  the  end  of  a  period  of  low 
prices;  that  Mr.  Corey  believed  that  some  arrangement 
should  be  made  with  the  foreign  manufacturers,  and  that 
the  matter  was  referred  to  the  President  and  Judge  Gary 
as  a  committee  of  two.  He  said  he  had  a  very  distinct 
recollection  that  this  was  done  in  order  to  "sidetrack" 
the  proposition,  in  which  the  finance  committee  as  a 
whole  did  not  believe,  and  never  intended  to  carry  out 
(R,  XIV,  5497-8). 

Jackson  Pools. 

Many  years  ago  B.  E.  Jackson,  Jr.,  began  the  organi- 
zation of  pools  in  the  copper  and  steel  industries  and 
acted  as  supervisor  of  the  same.  The  allegations  in  the 
petition  with  reference  to  these  pools  will  be  found  on 
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pages  51-6.  They  covered  wire  rope,  rubber  covered  wire, 
horseshoes,  underground  power  cables,  weatherproof  and 
magnet  wire,  lead-encased  rubber  cables  and  bare  copper 
wire.  As  an  example  of  the  nature  of  these  pools,  the 
rules  and  regulations  of  the  horseshoe  pool  were  intro- 
duced as  Government  Exhibit  2  (G.  E.,  I,  21 ) . 

These  pools  fixed  prices;  allotted  tonnages;  imposed 
penalties,  and  generally  regulated  the  production  and 
sale  of  such  articles  as  they  covered  in  so  far  as  the  same 
were  produced  by  pool  members  for  sale  in  the  domestic 
market.  Sworn  affidavits  as  to  production  and  sale  were 
required  once  a  month,  and  provision  was  made  for  ex- 
amining the  books  of  the  members,  for  investigating  com- 
plaints, and  punishing  infractions  of  the  "rules  and  regu- 
lations." 

The  witnesses  who  testified  to  the  operations  of  these 
pools  were  Wallace  Buell  (R.,  I,  12-4;  37-42)  ;  George  E. 
Holton  (R.,  I,  58)  ;  Samuel  J.  Bailey  (R.,  I,  166)  ;  Karl 
G.  Roebling  (R.,  I,  240)  ;  George  A.  Cragin  (R.,  I,  288- 
96;  299-319);  Frank  Baackes  (R.,  I,  327),  and  Frank 
G.  Newbury  (R.,  I,  400). 

The  allotments  of  the  Steel  and  Wire  Company  in 
the  Jackson  pools  were  as  follows: 

Bare  Copper  Wire  pool,  11  per  cent.  (Cragin,  R.,  I, 
300)  ;  Weatherproof  and  Magnet  Wire  pool,  12  per 
cent.  (Cragin,  R.,  I,  303)  ;  Rubber  Covered  Wire 
pool,  between  7  per  cent,  and  8  per  cent,  (Cragin, 
R.,  I,  304) ;  Underground  Power  Cable  pool,  24  per 
cent.  (Cragin,  R.,  I,  307)  ;  Lead  Encased  Rubber 
Cable  pool,  15  per  cent.  (Cragin,  R.,  I,  308)  ;  Wire 
Rope  pool,  22  per  cent,  to  24  per  cent.  (Cragin,  R., 
I,  309) ;  Horseshoe  pool  (percentage  not  given). 

Boiler  Tube  Association. 

Mr.  Worcester  testified  that  boiler  tubes  constituted 
about  10  per  cent,  of  the  total  output  of  the  National 
Tube  Company  and  that  this  company  has  not  during 
its  existence  had  any  connection  with  any  sort  of  pool 
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or  association  that  fixed  prices,  regulated  output  or 
divided  territory,  except  the  boiler  tube  association  (E., 
XXVII,  11347-8). 

Mr.  Worth  testified  that  some  of  the  charcoal  iron 
tube  makers  got  together  occasionally,  mentioning  Mr. 
Worcester,  Mr.  Chalfant,  Mr.  Converse  and  Mr.  Smink, 
of  Reading,  as  among  those  who  attended  (R.,  Ill,  1334- 
5).  Later  he  testified  that  Mr.  Converse  was  there  as 
a  guest,  as  he  was  the  "father  of  the  tube  business"  (R., 
Ill,  1356-7).  He  said  there  was  an  arrangement  for  per- 
centage allotments  among  the  manufacturers,  but  that 
while  there  were  discussions  of  prices  there  was  no  agree- 
ment on  that  subject,  the  discussion  being  more  as  a  guide 
as  to  what  the  trade  would  stand  for  after  hearing  the 
conditions  of  the  market  and  the  mills.  He  presumed 
that  this  guide  was  generally  followed,  but  so  far  as 
his  own  company  was  concerned  they  could  not  follow 
any  particular  price,  but  had  to  meet  their  customers' 
conditions  very  largely.  He  said  there  were  certain 
penalties  for  over-shipments  paid  to  Mr.  Timmons,  the 
secretary,  out  of  which  he  paid  for  the  dinners  and  dif- 
ferent presents  to  the  members  who  attended  the  din- 
ners, and  then  anything  that  was  left  was  divided  among 
the  members  in  proportion  to  their  allotment  (R.,  Ill, 
1335-6).  With  reference  to  the  money  that  was  paid  in, 
he  said :  "We  ate  most  of  it  up.  Some  of  it  went  for 
presents"  (R.,  Ill,  1357). 

Mr.  Chalfant  stated  that  the  association  had  no  par- 
ticular name;  that  several  persons  representing  differ- 
ent manufacturers  met,  and  there  were  allotments  of 
percentages,  discussions  of  trade  conditions,  golf  matches 
and  dinners  (R.,  VI,  2475-7). 

Billet  Pools. 

W.  P.  Snyder  testified  that  from  1897  to  1899  he  was 
connected  with  the  Oliver  &  Snyder  Steel  Company 
which  manufactured  billets ;  that  off  and  on  during  that 
period  there  were  pools  covering  billets,  blooms  and  slabs 
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of  which  the  different  steel  plants,  including  the  Car- 
negie and  Illinois,  were  members,  and  there  were  per- 
centage allotments  and  payments  into  the  pool  by  mem- 
bers exceeding  their  allotments,  and  distribution  of  the 
same  (R.  V.,  2041-4). 

The  minutes  of  a  meeting  of  the  Board  of  Managers 
of  the  Carnegie  Company,  held  January  5,  1897  (G.  E., 
Ill,  1069),  include  a  statement  by  the  President  that  the 
billet  pool  was  broken  up  and  he  did  not  think  there  was 
any  chance  of  the  billet  manufacturers  getting  together 
again. 

At  a  meeting  of  the  Board  of  Directors  of  the  Car- 
negie Company,  held  July  3,  1900  (G.  E.,  VI,  1879),  Mr. 
Schwab  is  reported  as  saying  that  business  had  reached 
a  stage  that  made  it  impossible  to  maintain  the  price  on 
billets;  that  he  would  have  another  meeting  with  the 
billet  makers,  but  was  quite  certain  it  would  be  impos- 
sible to  hold  the  parties  together,  and  maintain  prices, 
and  that  one  firm  had  stated  positively  that  it  would  not 
agree  to  any  fixed  prices  on  billets,  and  they  had  carried 
the  billet  association  along  as  far  as  they  could. 

Mr.  Bope  testified  that  there  were  occasional  meetings 
of  billet  makers,  but  the  associations  differed  from  the 
structural  and  plate  pools,  in  that  they  did  not  bind  the 
members  to  anything,  but  merely  met  for  discussion  of 
market  and  trade  conditions;  that  there  was  never  any 
understanding  that  prices  should  be  fixed  or  any  one 
bound  (E.,  XXVII,  11445)  ;  that  he  attended  one  or  two 
meetings  prior  to  the  formation  of  the  Corporation ;  that 
there  were  a  few  afterwards,  probably  not  half  a  dozen 
altogether,  and  that  he  did  not  remember  any  since  1906 
or  1907  (R.,  XXVII,  11508-9). 

In  the  contract  between  the  Carnegie  Company  and 
the  Pittsburgh  Steel  Company,  dated  July  1,  1903,  for 
the  sale  of  billets  (Government  Exhibit  162,  G.  E..  IV, 
1486-9)  already  referred  to,  the  prices  were  fixed  by 
deducting  |2  per  gross  ton  "from  the  ruling  price  at 
which  billets  have  been  sold  during  that  month  by  the 
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steel  billet  association  or  any  member  thereof  so  long  as 
said  association  continues  in  existence." 

Mr.  Corey's  attention  was  called  to  this  contract,  and 
he  stated  that  he  had  no  recollection  of  a  pool  price  on 
billets  at  that  time;  that  he  thought  the  prices  at  which 
billets  were  sold  by  the  members  of  the  association  were 
reported  and  averaged  (R.,  VIII,  3008-10). 

The  contract  between  these  same  parties,  dated  June 
28,  1905,  does  not  mention  any  such  association,  and  fixes 
a  sliding  scale  of  prices  based  on  the  average  selling  price 
of  pig-iron  (G.  E.,  IV,  1466-70). 

George  E.  VanHagen,  of  the  Standard  Forgings  Com- 
pany, a  very  large  manufacturer  of  car  and  locomotive 
axles  in  Chicago,  purchasing  nearly  a  hundred  thousand 
tons  of  billets  per  annum  (R.,  XXII,  9269),  gave  a  list 
of  the  different  companies  from  which  he  had  purchased 
billets  during  the  last  ten  years,  and  stated  that  they 
were  always  bought  on  competitive  bids,  and  that  the 
bids  of  different  manufacturers  were  always  varying  (R., 
XXII,  9260-1). 

Meetings  of  Bar  Makers. 

Mr.  Bope  testified  that  there  were  occasional  meetings 
of  bar  makers  in  the  early  days,  but,  like  the  billet  meet- 
ings, they  did  not  bind  their  members  to  anything;  that 
they  met  for  the  discussion  of  general  market  and  trade 
conditions,  without  any  understanding  as  to  prices,  and 
that  there  was  never  any  pool  in  bars  at  any  time  (R., 
XXVII,  11445-6). 

Cotton  Tie  Pool. 

There  is  no  allegation  in  the  petition  of  any  pool  or 
association  covering  hoops  and  cotton  ties,  but  based 
upon  certain  references  to  cotton  ties  in  a  newspaper 
article  and  in  a  minute  of  a  meeting  of  the  Carnegie 
Steel  Company,  questions  were  put  by  counsel  for  the 
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Government,  indicating  an  assumption  on  the  part  of 
the  petitioner  that  such  a  pool  had  existed. 

In  the  minute  of  a  meeting  of  the  Carnegie  Steel 
Company  held  January  27,  1903  (G.  E.,  II,  482)  the  fol- 
lowing statement  is  attributed  to  Mr.  Bope: 

"We  have  sold  1,200,000  bundles  of  cotton  ties, 
although  the  market  has  been  open  only  two  weeks. 
Last  year  our  total  sales  amounted  to  1,300,000 
bundles,  but  our  allotment  has  been  increased  this 
year.  However,  we  have  sold  the  bulk  of  our  ties 
for  this  season,  and  will  hold  up  the  remainder 
for  a  better  price." 

When  Mr.  Bope  was  on  the  stand  as  a  witness  no 
reference  was  made  to  this  minute.  The  minute  was 
called  to  the  attention  of  Mr.  Farrell,  and  he  testified 
that  he  knew  nothing  about  the  matter  therein  referred 
to,  and  did  not  know  what  was  meant  by  the  expression 
"Our  allotment  has  been  increased  this  year"  (R.,  XI, 
4500-1). 

There  was  no  evidence  to  show  whether  this  referred 
to  an  allotment  by  the  Steel  Corporation  among  its  sub- 
sidiaries or  an  allotment  made  by  some  pool;  nor  was 
there  any  evidence  of  the  existence  of  such  pool. 

Pig  Iron  Association. 

There  is  some  evidence  in  the  record  relative  to  an 
association  of  pig  iron  manufacturers,  but  neither  the 
Steel  Corporation,  nor  any  of  its  subsidiaries  were  parties 
to  the  same.  Joseph  G.  Butler,  Jr.,  testified  that  this 
association  was  formed  about  1895,  and  continued  until 
about  1910.  It  was  composed  of  various  pig  iron  and 
steel  manufacturers  in  the  Mahoning  and  Shenango  Val- 
leys (R.,  VI,  2537-8). 

Mr.  Butler  was  secretary  of  the  association  and  lat- 
terly its  president.  He  looked  after  statistics,  kept  in 
touch  with  the  furnaces,  and  sold  pig  iron  for  the  mem- 
bers. The  association  as  such  made  no  sales.  They  were 
made  by  the  individual  members  through  Mr.  Butler  (R., 
VI,  2538-40). 

Digitized  by  Microsoft® 


289 


Price  of  Steel  Rails  Since  1901. 

Judge  Gary  testified  that  the  price  of  standard  Besse- 
mer rails  has  been  maintained  at  $28.,  or,  strictly  speak- 
ing, has  been  kept  down  to  $28.,  largely  because  the  United 
States  Steel  Corporation  has  declined  for  many  years  to 
advance  its  prices  above  that  figure;  that  the  method  of 
doing  business,  and  the  general  situation,  has  largely 
determined  that  price;  that  the  manufacturers  of  rails 
are  comparatively  few  in  number,  six  or  eight,  and  they 
deal  more  or  less  with  the  same  railroads,  and  they  know 
all  the  time  what  the  others  are  doing.    He  said : 

"The  president  of  the  Pennsylvania  Railroad 
used  to  come  to  me  every  year  and  tell  me  that 
he  was  about  ready  to  place  his  order  for  rails, 
and  ask  me  what  our  price  was  going  to  be  for  the 
next  year.  I  would  give  him  a  price,  and  ascer- 
tain from  him  about  what  his  tonnage  to  us  would 
be,  and  he  would  go  back  to  his  office  in  Philadel- 
phia and  then  distribute  his  tonnage  amongst  the 
different  manufacturers  of  rails,  telling  them  that 
he  proposed  to  give  the  United  States  Steel  Cor- 
poration so  many  rails;  that  their  price  was  $28 
a  ton,  and  he  expected  to  get  his  rails  of  the  other 
manufacturers  at  the  same  price.  *  *  *  Of 
course,  they  could  not  make  a  higher  price  to  the 
Pennsylvania  Railroad  Company  and  if  they  did 
not  make  a  higher  price  or  a  lower  price  to  the 
Pennsylvania  Railroad  Company  they  would  es> 
pect  to  get  the  same  from  all  other  railroad  com- 
panies. The  president  of  the  Pennsylvania  Rail- 
road Company  was  in  the  habit  of  announcing  to 
the  newspapers  that  he  had  placed  an  order  for  a 
certain  quantity  of  rails;  and  had  distributed  the 
order  in  such  a  way,  and  that  the  price  was  so 
and  so;  other  railroad  presidents  did  that  to  some 
extent. 

"That  method  of  doing  business  naturally 
fixed  the  price  for  the  year,  and  that  continued  for 
several  years  until  finally  the  railroad  companies 
began  to  furnish  specifications  for  different  anal- 
yses, different  compositions  and  different  treat- 
ment of  rails;  that  included  open  hearth,  when 
open  hearth  rails  began  to  come  in,  and  later  it 
included  other  features,  which  increased  the  ex- 
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pense;  and  then  the  railroad  presidents  would 
come  to  discuss  that  question  with  us. 

"I  referred  the  other  day  to  the  fact  that  I  re- 
member attending  a  meeting  of  rail  manufactur- 
ers four  or  five  years  ago — I  think  about  five  years 
ago — when  the  question  was  largely  whether  we 
could  conform  to  those  specifications  or  not;  and 
I  reported  the  result  of  that  meeting.  We  de- 
cided that  it  was  not  practicable  to  conform  to 
some  of  the  specifications,  but  we  could  conform 
to  other  specifications.  I  reported  to  two  or  three 
railroad  presidents  present,  I  know,  in  regard  to 
that,  and  during  that  discussion  and  the  discus- 
sion the  next  day  the  question  as  to  what  we 
would  charge  for  these  extra  specifications  was 
discussed,  and  finally  agreed  upon  between  the 
railroad  presidents  and  myself;  and  that  informa- 
tion was  given  to  the  other  rail  manufacturers, 
presumably  by  the  president  of  the  railroads  who 
were  distributing  their  tonnage.  The  price  of 
rails  for  all  these  years  has  practically  been  fixed 
by  agreement  between  the  manufacturers  and  the 
railroads  themselves.  Of  course  the  railroad 
presidents  would  try  to  prevent  an  increase  in  the 
price  of  standard  rails  if  they  could,  and  they 
did,  and  have  prevented  it.  So  far  as  we  are  con- 
cerned we  have  taken  our  position  and  the  others 
have  been  obliged  to  follow  that,  notwithstanding 
the  cost  of  rails  has  materially  increased"  (E., 
XII,  4908-10). 

When  asked  why  its  competitors  were  obliged  to  fol- 
low the  position  taken  by  the  Corporation,  Judge  Gary 
replied : 

"Because  if  the  president  of  the  New  York 
Central  Eailroad  Company,  for  instance,  had  150,- 
000  tons  of  rails  to  distribute  amongst  the  manu- 
facturers, and  could  buy  the  percentage  which  he 
proposed  to  give  us — which  I  am  sorry  to  say  has 
not  always  been  perfectly  fair  to  us,  it  seems  to 
me;  I  do  not  think  we  have  always  got  quite  as 
many  tons  as  we  ought  to  have  had,  compared 
with  our  freight — if  he  would  say  to  the  other 
manufacturers  that  he  was  obliged  to  pay  only  a 
certain  price  to  us  for  his  rails  the  other  manu- 
facturers could  not  in  justice   charge   a   higher 
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price  to  the  New  York  Central  Eailroad  Company, 
That  kept  the  price  down,  but  any  manufacturer, 
large  or  small,  if  he  manufactures  a  considerable 
quantity  can  keep  prices  down;  he  cannot  keep 
them  up  whether  he  is  big  or  small,  but  he  can 
keep  them  down"  (R.,  XII,  4910). 

He  was  then  asked  whether  the  result  would  have 
been  the  same  if  the  New  York  Central  or  the  Pennsyl- 
vania had  first  contracted  with  one  of  the  competitors 
of  the  Corporation.    He  replied : 

"Precisely  the  same.  Sometimes  that  hap- 
pened. Sometimes  they  went  to  our  competitors 
first. 

"Q.     And  they  made  the  price? 

"A.     They  made  the  price"    (R,  XII,  4911). 

When  asked  what  practice  of  the  New  York  Central 
he  alluded  to  as  unfair  to  the  Steel  Corporation  he 
stated  that  the  railroad  companies  usually  distribute 
their  tonnage  to  the  manufacturers  on  their  respective 
lines;  that  that  has  a  very  large  influence  in  the  distri- 
bution of  rails;  that  it  is  supposed  to  be  the  practice  to 
distribute  these  orders  in  about  the  same  proportion  as 
the  freight  received  from  the  respective  manufacturers, 
but  that  that  rule  has  not  been  fairly  applied,  and  that 
the  Steel  Corporation  has  been  subjected  to  unfair  dis- 
crimination many  times,  and  that  he  has  complained  to 
the  railroad  companies  at  different  times  that  the  Steel 
Corporation  did  not  receive  its  fair  proportion  of  the 
tonnage,  but  he  never  got  any  additional  tonnage  by 
reason  of  these  complaints  (R.,  XII,  4911). 

Judge  Gary  further  testified  that  when  he  said  the 
price  of  rails  had  been  practically  fixed  by  agreement  be- 
tween the  manufacturers  and  the  railroads  he  did  not 
refer  to  any  meeting  at  which  there  was  a  general  rep- 
resentation of  railroad  presidents  and  manufacturers, 
but  merely  meetings  that  he  had,  personally,  with  the 
different  railroad  presidents;  that  his  statement  with  re- 
gard to  the  course  pursued  by  the  president  of  the  Penn- 
sylvania Railroad  would  apply  to  other  railroad  presi- 
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dents  as  well,  and  lie  instanced  Marvin  Hughitt  of  the 
Northwestern,  who  would  come  to  his  office  and  state  that 
he  was  going  to  order  a  certain  quantity  of  rails  for  the 
following  year  from  the  Illinois  and  would  get  a  price. 
He  said  it  was  very  common  for  a  good  many  railroad 
presidents  to  meet  together  to  discuss  the  question  of 
rails  and  specifications,  and  then  send  some  representa- 
tive to  his  office  from  such  meetings.  He  mentioned  two 
different  occasions  on  which  Mr.  Cassatt  and  another 
railroad  president  (who  he  thought  was  Mr.  Jeffrey) 
came  to  his  office  and  made  the  statement  that  they  had 
just  left  a  meeting  of  railroad  people  and  came  to  talk 
about  prices  and  specifications  for  the  next  year  (K., 
XIV,  5422-3). 

Mr.  Eoberts  became  a  director  of  the  Steel  Corpora- 
tion and  a  member  of  the  executive  committee  in  the 
spring  of  1901,  and  held  these  positions  until  the  spring 
of  1902,  when  he  resigned  from  both.  He  became  a  di- 
rector again  toward  the  end  of  1909  and  a  member  of  the 
finance  committee  early  in  1911  (E.,  XII,  4935).  In 
1906  or  1907  he  became  a  director  of  the  Pennsylvania 
Kailroad  (E.,  XIII,  4961)  and  is  at  present  a  director  in 
both  companies. 

Being  asked  whether  there  was  at  any  time  any  change 
in  the  method  of  placing  rail  orders  by  the  railroads,  he 
replied  in  the  affirmative,  and  stated  that  during  Mr.  Cas- 
satt's  presidency  and  about  the  year  1900  he  inaugurated 
a  system  for  the  Pennsylvania  Eailroad  of  making  pur- 
chases yearly  and  apportioning  his  orders  among  the 
various  rail  mills  somewhat  along  the  lines  of  their  re- 
spective freight  tonnages;  that  this  policy  was  adopted 
partly  because  it  was  desired  to  establish  a  system  of 
yearly  budgets  for  the  ensuing  year's  work,  and  partly 
to  give  uniform  treatment  to  manufacturers  along  the 
lines  of  the  road;  that  prior  to  that  time  purchases  of 
rails  were  made  from  time  to  time  as  requirements 
might  warrant.  He  said  that  many  of  the  other  leading 
railroads  of  the  country,  upon  the  inauguration  of  this 
policy  by  Mr.  Cassatt,  adopted  the  same;  that  in  conse- 
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quence  from  that  period  on,  rails  have  usually  been 
bought  within  a  very  few  months  to  cover  the  require- 
ments of  the  entire  subsequent  year,  and  that  this  is  a 
distinct  change  from  the  method  of  handling  the  busi- 
ness prior  to  1900  (R.,  XIII,  4957-8). 

When  asked  what  effect  the  new  system  had  on  the 
price  of  rails  as  regards  uniformity  during  the  year,  he 
stated  that  a  railroad  purchasing  its  rails  for  a  year's 
requirements  establishes  a  single  price  for  that  period; 
and  that  the  effect  of  the  price  being  established  by  such 
initial  order  by  the  Pennsylvania  Railroad  or  some  other 
large  system  would  be  to  establish  a  price  for  every  one 
(R.,  XIII,  4958-9). 

Mr.  Roberts  further  testified  that  |28  a  ton  is  what 
might  be  termed  a  card  price  or  foundation  price,  from 
which  other  prices  may  be  established  varying  with  the 
specifications,  chemical  requirements,  etc.,  of  a  purchaser ; 
that  the  actual  sales  of  rails  made  during  this  period  have 
not  been  at  a  uniform  price  of  $28  or  any  other  uniform 
price,  but  have  varied  from  time  to  time,  ranging  between 
$28  and  $34  a  ton,  due  to  the  nature  of  the  requirements 
of  the  consumer  (R.,  XIII,  4959).  He  said  that  at  the 
time  the  Steel  Corporation  was  organized,  practically  all 
the  rails  used  were  Bessemer,  but  that  even  then  there 
were  varying  specifications  which  made  some  difference 
in  the  price  (R.,  XIII,  4963) ;  that  the  Pennsylvania 
Railroad  does  not  now  use  upon  its  main  line  any  Besse- 
mer rails;  that  it  has  used  open  hearth  rails  for  some 
years;  that  there  are  different  specifications  for  the  open 
hearth  rails  used  by  different  railroads  occasioning  dif- 
ferent prices,  which  vary  according  to  chemical  compo- 
sition, mechanical  drop  tests,  etc.,  and  that  the  price  of 
these  rails  is  arrived  at  between  the  railroads  and  the 
rail  makers  by  conferences  and  consultation  (R.,  XIII, 

4960-1). 

Mr.  Roberts  recalled  an  instance  which  occurred  about 
1908  during  the  time  he  was  not  connected  with  the  Steel 
Corporation,  but  was  a  director  of  the  Pennsylvania  Rail- 
road, when  he  came  to  New  York  with  the  president  of 
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the  railroad  and  conferred  with  officers  of  the  subsidiary 
companies  of  the  Steel  Corporation  with  regard  to  the 
price  of  rails.  He  said  that  a  general  discussion  of  the 
specifications  they  were  introducing  on  the  Pennsylvania 
Eailroad  was  had;  that  the  price  which  had  been  asked 
for  those  rails  was  thought  by  the  Eailroad  officials  to 
be  too  high,  and  that  after  discussion  a  lower  price  was 
named  than  the  one  first  asked.  He  said  that  the  speci- 
fications of  the  Pennsylvania  Railroad  vary  year  after 
year  and  that  the  prices  vary  with  the  specifications  (R., 
XIII,  4961). 

On  being  asked  whether,  during  the  time  he  had  been 
a  member  of  the  Board  of  Directors  of  the  Steel  Corpora- 
tion, either  during  his  original  connection  with  the  com- 
pany up  to  1902,  or  during  his  present  connection,  there 
had  been  any  agreement  or  understanding  to  his  knowl- 
edge between  the  Corporation  or  its  subsidiaries  and 
other  manufacturers  of  rails  as  to  the  maintenance  of 
the  price  of  rails,  he  stated  that  he  had  never  had  any 
knowledge  of  any  such  arrangement  or  any  knowledge 
of  the  price  of  rails  being  arrived  at  in  any  other  way 
than  the  manner  he  testified  to  as  between  the  Pennsyl- 
vania Railroad  and  the  Steel  Corporation,  namely:  by 
negotiation  between  the  consumer  and  maker  (R.,  XIII, 
4961-2). 

Mr.  Farrell  stated  that  in  the  last  few  years  only 
about  30  per  cent,  of  the  rails  manufactured  have  been 
sold  at  $28  per  ton  (R.,  X,  4049).  He  explained  the 
kinds  of  rails  other  than  Bessemer,  as  open  hearth  rails, 
rails  made  by  electric  steel  process  and  alloy  rails, — the 
latter  including  ferro-titanium  rails,  manganese,  high 
silicon,  and  a  dozen  other  specifications.  He  stated  that 
nearly  all  the  large  trunk  lines  have  their  own  specifi- 
cations ;  that  open  hearth  rails  range  higher  in  the  market 
ihan  Bessemer  rails ;  that  about  60  per  cent,  of  the  con- 
sumption in  the  last  two  or  three  years  has  been  open 
hearth  and  10  per  cent,  alloy  rails.  (Defendants'  Exhibit 
79,  D.  E.,  Ill,  323,  gives  the  percentage  of  each  class  year 
by  year.)     Mr.  Farrell  said  it  costs  about  $40  a  ton  to 
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manufacture  electric  rails;  that  manganese  rails  com- 
mand a  very  high  price,  bringing  all  the  way  from  f  100 
to  $130  a  ton,  depending  upon  the  chemical  analysis;  that 
nickel  alloy  rails  contain  about  5  per  cent,  of  nickel,  and 
sell  at  from  $34  or  $35  a  ton  to  $50  or  $60  a  ton;  that  the 
Bethlehem  Steel  Company  makes  many  rails  of  this  char- 
acter and  the  Steel  Corporation  a  few  (E.,  X,  4050-1). 

Mr.  Farrell  further  testified  that  the  Pennsylvania 
Railroad  buys  from  250,000  to  300,000  tons  of  rails  a 
year;  that  the  Steel  Corporation  charges  the  Pennsyl- 
vania for  these  rails  $30.55  a  ton,  which  it  considers  a 
fair  price,  and  that  this  price  was  arrived  at  by  negotia- 
tion between  Mr.  McCrea  and  himself.  Relative  to  this 
transaction  Mr.  Farrell  said: 

"In  this  instance  we  figured  those  rails  ought 
to  net  us  $30.85  a  ton,  but  Mr.  McCrea  talked  to 
me  about  the  thing  and  said,  'Now,  I  think  that 
we  might  shade  this  a  little  bit.'  *  *  *  so  that 
finally — it  was  just  a  question  of  merchandizing, 
two  people  sitting  down  and  trading  across  the 
table,  the  seller  getting  the  best  price  he  could, 
and  the  buyer  getting  the  best  price  he  could, 
and  we  received  $30.55."  (R.,  X,  4052). 

He  further  stated  that  the  manner  in  which  he  ar- 
ranged with  Mr.  McCrea  did  not  differ  from  the  way  in 
which  he  made  sales  to  other  railroads  (R.,  X,  4053). 

Defendants'  Exhibit  79  (D.  E.,  Ill,  323)  shows  that  in 
1901  99.9  per  cent,  of  the  country's  production  was  Besse- 
mer rails  and  that  this  percentage  decreased  until  in  1912 
but  33  per  cent,  were  Bessemer  rails. 

Mr.  Schwab  testified  that  the  Bethlehem  Steel  Com- 
pany makes  exclusively  open  hearth  rails;  that  the  price 
of  the  standard  specification  has  remained  unchanged 
at  $30  a  ton,  with  extras  for  special  specifications  or 
changes  from  the  ordinary;  that  nearly  all  his  rails  are 
now  made  from  special  specifications,  and  that  the  price 
varies  from  $30  to  $50  per  ton,  but  generally  runs  be- 
tween $30  and  $35.  He  stated  that  there  is  no  uniform- 
ity of  specifications  among  the  users  of  rails,  and  that 
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the  difference  in  price  is  usually  arrived  at  by  negotia- 
tions with  the  railroads  (R.,  XI,  4160-1). 

When  asked  how  he  accounted  for  the  uniformity  of 
price  of  |28  for  Bessemer  rails,  and  |30  or  near  that  for 
open  hearth  rails,  he  replied : 

"The  original  price  of  open  hearth  rails  was 
made  f  2  a  ton  more  than  Bessemer  because  it  cost 
|2  a  ton  more  to  make  them.  $28  was  the  es- 
tablished price  for  Bessemer  rails  for  some  years, 
and  that  was  the  price  of  Bessemer  rails  when  I 
made  the  first  open  hearth  rail  at  Bethlehem.  We 
made  the  first  open  hearth  rail  at  Bethlehem  as 
a  regular  business.  I  added  the  extra  cost  to  the 
price  of  the  Bessemer  rail,  which  was  $2  a  ton. 
I  do  not  want  to  be  misunderstood  as  saying  that 
we  made  the  first.  The  Tennessee  Coal  &  Iron 
Co.  made  a  rail  that  some  people  at  that  time 
called  an  open  hearth,  but  it  was  not;  it  was  a 
duplex  rail, — Bessemer  and  open  hearth.  Beth- 
lehem made  the  first  straight  open  hearth  rail, 
and  we  arrived  at  the  price  by  adding  $2  a  ton 
to  the  cost  of  the  Bessemer  rail"  (R.,  XI,  4161). 

When  asked  whether  there  had  ever  been  any  agree- 
ment between  the  Bethlehem  and  other  companies,  since 
the  time  he  began  manufacturing  open  hearth  rails,  as 
to  the  price  of  rails,  he  answered,  "None  whatever." 

Being  again  asked  how  it  happened  that  the  price  of 
rails  has  been  uniform,  or  nearly  so,  he  replied : 

"The  price  of  rails,  when  fixed  at  $28.  a  ton 
was  regarded  in  the  earlier  days  by  steel  manu- 
facturers, along  about  1900  and  before  that,  as  a 
fair  price  for  rails.  For  the  reasons  that  I  have 
given  you,  that  each  mill  is  going  to  get  its  per- 
centage of  rails,  regardless  of  what  the  price  of 
those  rails  is,  $28.  was  thought  to  be  a  fair  price 
for  rails,  and  there  has  been  no  inclination  to  re- 
duce it.  I  have  never  had  a  railroad  president  or 
purchasing  agent  yet  ask  me  to  give  him  rails  for 
less.  It  is  a  price  that  has  been  generally  estab- 
lished as  being  right  and  fair.  Personally  I  think 
it  is  too  low  for  rails"  (R.,  XI,  4162). 
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Mr.  Schwab  on  redirect-examination  testified  as 
follows : 

"Q.  It  appears  by  the  records  in  evidence  that 
the  price  of  steel  rails,  while  at  one  time  $28.  went 
to  $38.  and  $26.;  and  then  after  the  Corporation 
was  formed,  in  May,  1901,  it  was  put  up  to  $28. 
and  has  remained  at  that  price  ever  since.  When 
you  testified  to  the  price  of  rails  having  been  put 
at  $28.  by  agreement  among  manufacturers,  did 
you  allude  to  the  earlier  price  of  $28.,  or  to  the 
price  that  was  fixed  after  the  Steel  Corporation 
was  formed  in  May,  1901? 

"A.  I  alluded  to  the  earlier  price  at  that  time. 

"Q.  Was  the  price  of  $28.  a  ton  fixed  in  1901 
as  a  result  of  any  combination  or  agreement  be- 
tween manufacturers? 

"A.  I  think  not"  (E.,  XI,  4393). 

Judge  Gary's  attention  was  called  to  the  minutes 
of  a  meeting  of  the  finance  committee  of  the  Steel  Corpo- 
ration held  April  9,  1907  (G.  E.,  II,  607),  which  reads  as 
follows : 

"On  motion  duly  seconded,  the  question  of 
recommending  the  fixing  of  the  price  of  rails  for 
1908  and  accepting  orders  at  this  time  for  1908 
delivery  was  referred  to  the  Chairman  and  Presi- 
dent for  consideration  and  report." 

Also  to  the  record  of  a  meeting  of  the  finance  com- 
mittee on  April  16,  1907  (G.  E.,  II,  608),  containing  the 
following : 

"The  special  committee  appointed  to  consider 
the  price  of  rails  reported  that  it  had  recom- 
mended that  the  price  of  rails  for  1908  be  fixed 
at  $28.  f.  o.  b.  mills,  and  on  motion  the  report  was 
approved  and  adopted." 

He  stated  that  in  earlier  years  it  was  customary  to 
fix  the  price  of  standard  rails  late  in  one  calendar  year 
for  the  following  calendar  year;  that  it  was  the  custom 
of  the  railroads  to  order  their  rails  in  the  fall  of  one 
year,  generally  in  October  or  December;  that  therefore 
prices  were  not  fixed  until  that  time;  that  business  con- 
ditions were  very  good  in  1906,  and  the  railroads  had 
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difficulty  in  securing  deliveries;  that  in  the  early  part 
of  1907  the  railroads  were  desirous  of  putting  in  their 
orders  early  so  as  to  be  certain  of  deliveries  for  1908, 
some  of  them  having  committed  themselves  to  extensions, 
and  that  it  was  on  this  account  that  the  question  of 
fixing  the  price  early  in  1907  came  up  for  discussion  (E., 
XII,  4882-3).    He  added: 

"And  there  may  have  been  some  little  dis- 
agreement between  some  of  the  officials  as  to 
whether  we  would  fix  a  price  at  that  time  or  wait 
later  in  the  year  and  fix  it,  because  in  those  days 
many  of  the  independents  were  selling  rails  at 
different  times  at  prices  above  the  ordinary  quo- 
tations, namely :  $28.  for  standard  rails,  and  many 
of  them  were  suggesting  that  the  prices  of  rails 
ought  to  be  higher,  and  at  different  times  asked  us 
if  we  would  not  make  our  prices  higher.  Some 
of  our  people  were  anxious  always  to  get  the 
biggest  prices  they  could  when  business  was  good, 
and  then  sell  at  lower  prices  when  business  was 
poor.  I  personally  did  not  believe  in  taking  ad- 
vantage of  a  great  demand  and  putting  prices  up 
above  what  I  considered  reasonable.  My  explana- 
tion of  that  minute  is  that  we  had  disagreed  and 
decided  to  bring  it  before  the  finance  committee, 
and  that  my  position  was  sustained"  (E.,  XII, 
4883). 

Judge  Gary,  on  being  asked  to  whom  the  "recom- 
mendation" referred  to  in  these  minutes  was  made, 
stated  that  it  was  to  the  subsidiary  presidents;  that  it 
was  the  uniform  practice  of  the  Steel  Corporation  in  de- 
ciding on  any  question  of  policy  to  use  the  word  "recom- 
mend" in  giving  directions  to  subsidiary  companies,  and 
that  this  appeared  all  through  the  records  of  the  Corpo- 
ration (E.,  XII,  4884). 

Judge  Gary's  attention  was  then  called  to  a  minute 
of  a  meeting  of  the  executive  committee  of  May  20,  1902 
(G.  E.,  II,  575),  where,  under  the  title  of  "Price  of 
Eails",  is  the  following  entry: 

"The  chairman  stated  he  would  like  to  see  the 
price  of  rails  fixed  for  1903." 
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He  said  that  this  was  early  for  the  1903  rails;  that 
on  account  of  business  being  very  good  there  was  a  de- 
mand by  the  railroad  companies  to  have  the  price  fixed 
for  the  ensuing  year,  and  that  the  statement  was  made 
to  get  the  consensus  of  opinion  of  the  executive  com- 
mittee in  order  to  make  a  recommendation  to  the  sub- 
sidiary companies.  When  asked  if  his  remark  alluded  to 
fixing  prices  in  conjunction  with  other  manufacturers, 
he  replied  "It  did  not." 

He  further  testified  that  neither  for  that  year,  nor 
for  the  succeeding  years  were  prices  fixed  in  conjunction 
with  other  manufacturers,  but  that  the  Steel  Corporation 
fixed  its  own  prices  for  rails  once  a  year  (E.,  XII, 
4884-5).    He  added: 

"Occasionally  the  presidents  of  other  com- 
panies would  say  to  us  they  thought  our  prices  of 
rails  were  too  low,  they  ought  to  be  advanced,  and 
we  said  we  did  not  think  so,  and  we  would  not  ad- 
vance our  prices.  In  early  years  you  will  recall, 
I  think  in  1899  or  1900,  I  believe,  the  prices  of 
rails  went  up  to  $33.  The  Federal  Steel  followed 
that  year,  but  we  never  would  do  it  again"  (R., 
XII,  4885). 

Judge  Gary  was  questioned  with  reference  to  a  minute 
of  the  meeting  of  the  finance  committee  on  June  18,  1907 
(G.  E.,  II,  608),  which  reads: 

"The  chairman  reported  to  the  committee  the 
action  that  had  been  taken  in  the  appointment  of 
committees  to  investigate  the  question  of  rails, 
and  in  issuing  an  invitation  to  the  railroad  presi- 
dents and  the  presidents  of  manufacturing  com- 
panies to  meet  at  this  office  on  June  27,  and  on 
motion  the  report  was  approved." 

He  explained  that  there  had  been  references  in  the 
press  and  statements  by  some  railroad  officials  to  the 
effect  that  manufacturers  were  making  a  poor  quality  of 
rails,  poorer  than  had  been  made  in  previous  years ;  that 
desiring  to  come  to  an  understanding  with  the  customers, 
he  called  a  joint  meeting  of  the  presidents  of  the  leading 
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railroad  companies  and  the  manufacturers  of  rails  to  dis- 
cuss, and,  if  possible,  determine  upon  some  plan  concern- 
ing the  manufacture  of  rails ;  that  he  notified  the  finance 
committee  in  order  to  secure  their  assent  to  the  holding 
of  the  meeting ;  that  this  meeting  had  nothing  to  do  with 
fixing  the  price  of  rails,  and  that  its  proceedings  were 
taken  down  and  printed  (E.,  XII,  4886). 

Mr.  Herbert  Sanborn  Smith,  now  Vice-President  of 
the  Standard  Steel  Company  of  Birmingham,  Ala.,  was 
General  Sales  Agent  of  the  Lackawanna  Steel  Company 
from  1905  to  1910,  having  entire  charge  of  sales,  includ- 
ing rails  (E.,  XIX,  7905). 

He  testified  that  when  he  went  to  the  Lackawanna 
Company  he  found  the  price  of  standard  Bessemer  rails 
$28.  a  ton  at  the  mill,  and  adopted  that  price  and  never 
varied  from  it;  that  there  was  a  vast  amount  of  competi- 
tion in  steel  rails  during  that  time ;  that  the  price  varied, 
depending  upon  the  amount  of  freight  to  be  added  to  the 
mill  price  (B.,  XIX,  7914)  ;  that  he  attended  some  rail 
meetings  of  the  different  Sales  Agents,  but  there  was  no 
rail  pool;  that  the  first  meeting  he  attended  was  in 
1905;  that  Mr.  Cluff  represented  the  Carnegie  and 
Illinois  at  all  those  meetings ;  that  the  Cambria,  Pennsyl- 
vania and  Maryland  were  also  represented,  but  he  did 
not  recall  the  names  of  the  representatives  (B.,  XIX, 
7915-6)  ;  that  the  gentlemen  present  compared  notes  as 
to  what  they  had  in  the  way  of  inquiries,  the  names  of 
the  railroads  which  were  the  prospective  buyers  and  the 
points  of  delivery;  that  there  was  never  any  question 
about  price.  He  said  he  did  not  recall  how  long  these 
meetings  continued  (B.,  XIX,  7921). 

Mr.  Smith,  being  asked  later  in  his  testimony  with 
reference  to  the  character  of  the  competition  in  the  sale 
of  rails,  notwithstanding  the  price  was  $28.  a  ton,  re- 
plied: 

"I  might  explain  that  by  saying  that  while  the 
price  of  $28.  on  standard  steel  rails  was  at  the 
mills,  the  delivered  price  was  always  made  to  the 
buyer  by  adding  the  rate  of  freight  to  be  obtained 
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either  all  rail,  all  water,  or  water  and  rail,  canal 
boat  or  otherwise,  and  I  recall  very  well  that  our 
freight  department  was  very  busy  about  rates 
upon  which  to  make  quotations,  and  the  prices 
made  by  any  two  or  more  mills  might  show  a  great 
variation,  a  wide  range  in  delivered  prices.  Now, 
the  competition  was  not  only  in  that,  but  there 
was  a  competition  resulting  from  the  various 
claims  as  to  quality,  success  in  the  wearing  of 
the  rails,  and  specifications  as  to  manufacture, 
and  again  there  were  considerations  on  the  part 
of  the  buyer  as  to  reciprocal  business,  all  of  which 
made  decided  competition,  and  had  to  be  recog- 
nized and  handled  accordingly"  (R.,  XIX, 
7940-1). 

Mr.  Corey  testified  that  the  rail  manufacturers  had  a 
conference  in  1907  or  1908,  but  that  there  was  no  under- 
standing or  agreement  arrived  at  either  to  reduce  the 
price  of  rails  or  to  maintain  the  price  of  rails  (R.,  VIII, 
3033). 

Meetings  of  Manufacturers  After  the  Dissolution 
of  the  Plate  and  Other  Pools. 

At  page  50  of  the  petition  there  is  the  following  alle- 
gation with  reference  to  the  plate  association : 

"While  since  1904  the  said  parties  may  not  have 
acted  under  said  agreement  or  any  written  agree- 
ment, nevertheless,  they  and  other  makers  of  steel 
plates  have  continued  to  meet  together,  from  time 
to  time,  and  to  enter  into  understandings  as  to  the 
maintenance  by  them  of  prices  and  the  apportion- 
ment of  sales,  by  which  they  have  effectually  re- 
strained competition,  maintained  prices  and  re- 
strained trade  and  commerce  between  the  states 
and  with  foreign  countries,  in  contravention  of  the 
Anti-Trust  Act.  This  result  has  come  mainly  from 
the  cohesive  power  and  overmastering  influence 
exerted  by  the  Corporation." 

An  identical  allegation  is  made  on  the  same  page  as 
to  the  structural  steel  manufacturers.  These  averments 
are  denied  in  the  Answer  (Ans.  39-40). 
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Meetings    of    Structural,    Plate    and    Shafting    Manu- 
facturers. 

Mr.  Temple,  former  Pool  Commissioner,  on  being 
asked  whether  there  were  any  associations  of  the  steel 
men  with  which  he  was  connected  after  the  dissolution  of 
the  pools  in  1904,  stated  that  from  that  time  until  Oc- 
tober, 1906,  statistical  associations  of  structural  and  plate 
makers  were  in  existence  formed  at  the  instance  of  some 
of  the  smaller  members  of  the  associations  which  had 
been  disbanded;  that  meetings  were  held  from  time  to 
time  and  views  exchanged  on  costs,  improved  practice 
and  general  and  prospective  business  conditions ;  that  his 
services  were  retained  as  Secretary  and  Statistician ;  that 
statements  were  received  each  month  from  the  members 
of  their  total  shipments  of  various  sizes  and  character 
of  structural  and  plate,  which  were  tabulated  as  they 
had  been  in  the  pool  days,  except  there  were  no  prices 
calculated  or  reported  (E.,  XV,  6036-7)  ;  that  he  attended 
a  portion  of  these  meetings  and  Mr.  Langan,  his  secre- 
tary, attended  in  his  absence;  that  at  the  meetings  at 
which  he  (Temple)  was  present  prices  of  individual 
products  or  apportionments  or  individual  outputs  were 
not  discussed,  nor  were  any  agreements  or  understand- 
ings arrived  at  as  to  prices  or  output  or  territory  (E., 
XV,  6037-8),  and  that  whenever  money  was  necessary  to 
pay  the  expenses  of  the  Statistical  Association  he 
(Temple)  assessed  the  members  an  amount  sufficient  to 
meet  such  expenses  (E.,  XV,  6048). 

Mr.  Bope  testified  that  after  the  dissolution  of  the 
pools  the  Statistical  Association  continued  with  infre- 
quent meetings  for  about  two  years;  that  at  these  meet- 
ings there  were  discussed  general  trade  conditions,  ques- 
tions of  quality  and  things  that  would  be  of  mutual  in- 
terest in  helping  to  get  a  better  line  on  business  and 
serve  customers  better  (E.,  XXVII,  11443),  and  that 
absolutely  no  agreements  were  made  fixing  prices,  limit- 
ing tonnage  or  dividing  territory  at  the  meetings  of  the 
Statistical  Association  (E.,  XXVII,  11445). 
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Mr.  Bope  further  testified  that  the  Carnegie  Company 
has  not  been  in  any  pool  or  agreement  fixing  or  attempt- 
ing to  fix  prices  or  limiting  output  or  assigning  territory 
at  any  time  since  its  withdrawal  from  the  pools  in  the 
autumn  of  1904;  that  his  connection  with  the  company 
has  been  such  that  he  would  necessarily  have  known  of 
it  had  the  company  been  a  member  of  any  such  associa- 
tion, as  he  had  chiefly  to  do  with  the  fixing  of  prices  of 
Carnegie  products  since  that  date  (R.,  XXVII,  11446). 

Mr.  Langan  on  direct-examination  stated  that  allot- 
ments continued  to  be  made  during  the  existence  of  the 
Statistical  Association  (R.,  II,  825). 

On  cross-examination  he  testified  to  the  contrary,  and 
said  there  were  no  agreements  fixing  the  percentages 
or  any  limitation  of  output  of  any  kind  after  the  asso- 
ciations broke  up  in  the  latter  part  of  1904  (R.,  II,  839- 
40). 

Mr.  Langan  further  testified  that  prices  were  dis- 
cussed in  the  meetings  in  a  general  way,  and  announce- 
ments made  as  to  the  prices  at  which  the  members  were 
going  to  sell,  which  was  usually  the  same  price;  that 
there  was  no  understanding  that  the  prices  should  con- 
tinue until  notice  was  given;  that  sometimes  they  con- 
tinued until  the  members  got  outside  of  the  room;  that 
there  was  an  assumption  that  the  members  were  generally 
selling  at  the  same  price,  but  it  was  not  true;  that  some- 
times a  member  would  be  charged  with  selling  at  a  ridicu- 
lous price  and  explanations  would  be  given  (R.,  II,  825- 

7). 

Mr.  Langan  further  stated  that  meetings  of  the  former 
members  of  the  Steel  Shafting  Association  were  held  after 
the  dissolution  of  that  Association,  at  which  prices  were 
discussed;  that  there  was  continual  wrangling,  and  that 
when  they  left  one  member  never  knew  what  the  others 
were  going  to  do  (R.,  II,  836-7). 

Mr.  Langan  further  said  that  at  the  meetings  of 
the  various  statistical  associations  no  assurances  were 
ever  given  by  any  one  that  they  would  maintain  the 
prices  they  had  mentioned  in  the  meetings  for  any  spe- 
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cific  time,  or  that  they  would  stick  to  a  fixed  price,  and 
no  obligation  was  assumed,  one  toward  the  other,  limit- 
ing output  or  fixing  prices  after  the  pool  broke  up  (E., 
II,  841).  His  attention  was  called  to  the  following 
language  in  the  petition,  under  the  head  of  "Combina- 
tions Other  Than  Written  Pools  or  Agreements" 
(Pet.,  64)  : 

"It  is  not  here  alleged  that  merely  assembling 
and  mutually  exchanging  information  and  declara- 
tion of  purpose  amounts  to  an  agreement  or  com- 
bination in  restraint  of  trade." 

When  asked  whether  at  any  of  the  meetings  of  the  manu- 
facturers of  plate  or  structural  material,  held  after  the 
pools  were  broken  up,  anything  more  than  that  was 
done,  he  answered: 

"That  was  stated  and  understood  to  be  the 
only  purpose,  because  they  had  already  dissolved 
on  the  closer  basis  that  they  had  previously  had, 
and  this  was  one  where  they  were  simply  trying  to 
keep  in  touch  with  one  another"   (B.,  II,  841-2). 

Mr.  Worth  testified  that  after  the  Associations  were 
dissolved  at  the  end  of  1904,  or  the  beginning  of  1905, 
there  were  never  any  arrangements  or  agreements  be- 
tween the  manufacturers  of  steel  products  that  he  had  a 
part  in,  touching  either  prices  or  output;  that  meetings 
were  held  and  discussions  had  as  to  what  the  general 
conditions  would  warrant;  that  information  was  ex- 
changed as  to  unfilled  orders,  prices  that  had  been  re- 
ceived, and  prices  it  was  expected  to  get;  that  when  he 
went  away  from  the  meetings  no  man  was  bound  to  either 
price  or  output;  that  the  discussions  were  merely  as  to 
the  condition  of  the  plants,  and  what  they  thought  under 
the  circumstances  after  getting  a  brief  statement  of  af- 
fairs they  would  probably  be  able  to  charge  (E.,  Ill,  1349, 
1351,  1353). 

Mr.  King  testified  that  the  meetings  subsequent  to 
the  dissolution  of  the  pools  in  1904  were  held  generally 
about  every  sixty  days,  and  attended  by  the  same  gentle- 
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men  who  had  attended  the  pool  meetings  (R.,  VI,  2085). 
When  asked  as  to  the  object  of  the  meetings,  he  replied : 

"These  formal  proceedings  we  were  advised, 
and  became  convinced  were  not  lawful,  and  we 
endeavored  to  meet  in  a  way  that  would  not  con- 
flict with  the  law.  That  is  to  say,  we  did  not  want 
to  conflict  with  the  law,  and  met  subsequently  to 
discuss  present  and  future  business  conditions, 
and  to  talk  about  the  rate  of  production  that  each 
was  producing  at  that  time,  and  the  prospects  for 
the  future,  and  as  a  rule,  we  of  course,  talked 
about  prices"   (R.,  VI,  2085). 

Mr.  King  further  testified  that  after  discussing  prices 
the  consensus  of  opinion  generally  arrived  at  was  that 
a  certain  price  represented  a  fair  market  price.  There 
was  no  fixed  time  for  any  price  to  stand  as  a  market 
price,  but  if  market  conditions  changed  materially  some 
one  of  the  members  as  a  rule  asked  for  a  meeting,  and 
it  was  taken  up  again ;  that  there  was  no  understanding 
that  this  should  be  done,  but  it  always  was  done  ( R.,  VI, 
2086-7). 

Mr.  King,  when  asked  by  counsel  for  the  Government 
whether  the  understanding  reached  at  the  meetings  af- 
fected substantially  the  same  result,  so  far  as  observing 
prices  was  concerned  as  the  former  agreements  made 
under  the  old  association,  stated  that  a  fair  comparison 
could  not  be  made  between  the  two  periods  because  dur- 
ing the  most  of  the  meetings  subsequent  to  1904  the  ef- 
fort was  to  keep  prices  down ;  that  the  effect  of  the  meet- 
ings was  to  establish  in  some  way  a  market  price  that 
was  fairly  uniform,  but  it  was  not  observed,  and  there 
was  no  reason  why  a  man  should  observe  that  price  un- 
less he  wanted  to  (R.,  VI,  2126-7). 

Mr.  Herbert  Sanborn  Smith,  in  charge  of  the  selling 
department  of  the  Lackawanna  Steel  Company  for  sev- 
eral years  beginning  in  1905,  stated  that  his  prices  were 
not  fixed  in  agreement  with  competitors,  and  that  they 
were  both  uniform  and  variant;  that  his  company  tried 
to  get  as  high  a  price  as  any  other  manufacturer;  but 
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were  not  always  able  to  get  the  prices  they  tried  to  get; 
that  the  extent  of  his  order  list  was  a  great  factor  in  mak- 
ing prices;  that  if  a  mill  was  short  of  orders  in  any  one 
line  special  efforts  were  made  to  get  business  in  that  one 
line,  and  in  such  cases  the  seller  was  inclined  to  be  more 
moderate  in  his  plans,  as  to  price,  terms  of  payment 
and  all  of  that  (E.,  XIX,  7907-8). 

After  testifying  to  attending  various  meetings  from 
1905  on,  he  stated  that  at  such  meetings  there  was  a 
general  discussion  of  business  conditions,  the  trend  of 
railroad  buying,  or  ship  building,  new  building  con- 
struction, crops,  and  all  the  determining  factors  of  the 
business;  also  technical  questions  and  matters  which 
were  brought  up  by  the  engineers  of  customers;  that 
prices  were  fully  discussed,  but  no  agreements  were 
made ;  that  it  was  almost  invariably  stated  by  the  chair- 
man and  others  that  they  could  not  make  any  agree- 
ments; that  there  was  always  a  variation  in  prices,  and 
that  in  point  of  fact  he  never  knew  at  any  time  what 
price  his  competitors  were  going  to  quote  and  he  knew 
they  did  not  know  what  prices  he  was  going  to  quote  (R., 
XIX,  7910-11). 

When  asked  for  his  best  recollection  as  to  what  took 
place  at  the  first  meeting  in  1905,  he  testified  that  each 
one  probably  stated  what  price  he  was  getting  for  his 
products,  and  the  question  was  put  as  to  whether  that 
was  considered  a  fair  price  or  not;  that  there  was  a  great 
variety  of  opinion  on  prices,  and  they  found  some  mills 
were  full  of  business,  and  some  not  so  full,  and  it  was  a 
sort  of  frank  open  confession  of  the  situation  (R.,  XIX, 
7923). 

In  answer  to  counsel  for  the  Government  Mr.  Smith 
further  said  that  the  statements  in  the  meetings  that  con- 
ditions were  such  as  to  justify  a  certain  approximate 
price  level  did  not  mean  that  they  would  agree  to  that 
particular  price,  and  go  neither  lower  nor  higher  (R 
XIX,  7933-4). 

George   Bartol,   of  the  Otis   Steel   Company,   when 
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asked   what   the    Statistical   Association   was   for,    an- 
swered : 

"Well,  we  found  that  there  was  a  good  deal  of 
advantage  in  meeting  aside  from  the  maintenance 
of  prices,  which  was  abandoned  after  we  dis- 
solved the  old  pool ;  we  found  it  was  of  great  ad- 
vantage to  meet  and  exchange  information  and 
get  statistics  and  consult  with  each  other  on  the 
business"  (R,  XX,  8294). 

He  further  stated  that  there  was  no  price  fixing,  di- 
vision of  territory,  tonnage  or  anything  of  the  kind  at 
these  meetings  (R,  XX,  8294).  He  said  that  he  had 
been  selling  his  products  in  competition  with  a  dozen 
concerns  during  the  last  ten  years;  that  since  the  pool 
was  given  up  in  1904  the  prices  that  he  has  either  asked 
or  obtained  had  not  been  fixed  by  any  agreement  or  com- 
bination with  his  competitors,  or  any  of  them;  that  com- 
petition had  extended  to  prices  during  the  whole  period 
(R,  XX,  8295). 

Mr.  Bartol,  who  had  testified  on  cross-examination  that 
the  meetings  resulted,  he  thought,  in  steadying  prices,  was 
asked  how  that  was  accomplished,  and  said  he  thought 
the  opinion  prevailed  that  uniform  and  steady  conditions 
were  better  for  everybody. 

"I  think  that  policy  was  kind  of  worked  into 
our  minds,  so  to  speak,  I  think  it  has  had  an  ef- 
fect upon  us  ever  since.  I  think  it  has  to-day;  al- 
though there  is  no  such  thing  as  a  price  agree- 
ment, I  believe  the  market  to-day  is  steadier  than 
it  would  be  under  the  conditions  that  existed  back 
in  the  nineties,  for  instance." 

Then,  after  testifying  to  the  various  views  expressed 
by  different  parties  in  the  meetings,  he  stated  that  there 
was  no  vote  taken  and  that  the  meetings  never  broke  up 
with  any  understanding  or  agreement,  express  or  im- 
plied, as  to  the  prices  to  be  charged  by  the  individuals 
attending  the  meeting,  or  the  concerns  they  represented 
(R,  XX,  8307-8). 
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No  evidence  was  offered  to  sustain  the  allegations  ap- 
pearing on  pages  50-1  of  the  petition  that  the  result  (what- 
ever it  may  have  been)  attained  by  the  meetings  follow- 
ing the  dissolution  of  the  plate  association  and  the  struc- 
tural steel  association  "has  come  mainly  from  the  cohesive 
power  and  overmastering  influence  exerted  by  the  Cor- 
poration." 

The  only  testimony  bearing  upon  the  influence  of  the 
Carnegie  and  Illinois  Steel  Companies  at  those  meetings 
was  that  given  by  Mr.  King  of  Jones  &  Laughlin,  who 
stated  that  he  could  not  say  that  either  the  representa- 
tives of  the  Carnegie  or  the  Illinois  Steel  Company  dom- 
inated the  meetings,  and  that  there  was  no  time  from 
1904  on  when  any  fair-sized  concern  like  Jones  &  Laugh- 
lin or  the  Cambria  Steel  Company  could  not  in  a  normal 
market  have  broken  the  current  prices  by  putting  in  a 
lower  price  (E.,  VI,  2113-4). 

He  further  stated  that  these  meetings  would  have  con- 
tinued he  thought  if  the  two  subsidiaries  of  the  Steel 
Corporation  above  named  had  been  separate  organiza- 
tions; that  the  representatives  of  those  two  companies 
did  not  in  any  way  try  to  force  their  views  on  the  other 
persons  present;  that  there  were  no  threats  made  by  any 
one  and  no  appeal  to  anything  but  the  reason  of  the  gen- 
tlemen present;  that  there  was  a  fair  discussion  of  what 
the  members  thought  was  best  for  their  business  (R,  VI, 
2114-5). 

Meetings  of  Horseslwe  and  Wire  Manufacturers. 

Mr.  Holton  testified  that  after  the  dissolution  of  the 
horseshoe  pool  meetings  were  held  by  members  who  had 
formerly  constituted  the  association,  including  the  mem- 
bers of  the  American  Steel  &  Wire  Company  (K.,  I,  91) ; 
that  these  meetings  were  mostly  held  at  the  Railroad 
Club  in  New  York;  that  there  were  no  stated  times,  and 
no  regularity ;  that  they  met  probably  about  once  a  month 
at  luncheon. 


Digitized  by  Microsoft® 


309 

Being  asked  whether,  when  he  left  the  meetings,  he 
understood  the  price  at  which  each  member  was  going  to 
sell,  he  replied: 

"We  understood  what  price  each  man  was  nam- 
ing that  day,  and  likely  to  name  the  next  day,  but 
we  did  not  know  anything  further." 

Mr.  Holton  further  testified  that  the  prices  announced 
at  the  meetings  were  never  uniform,  but  always  varied  on 
the  same  article  in  the  same  territory,  and  when  asked 
the  extent,  stated  that  it  was  as  much  as  20  cents  a  hun- 
dred pounds,  and  that  there  was  no  agreement  at  any  of 
the  meetings  (K.,  I,  96-8). 

Mr.  Eoebling  testified  that  after  the  meetings  of  the 
Bare  Copper  Wire  Association  ceased,  practically  all  of 
the  former  members  of  the  association  had  meetings  at 
irregular  intervals  of  from  thirty  to  sixty  days  (E.,  I, 
267) ;  that  the  object  of  the  meetings  was  to  promote  as 
much  confidence  in  each  other  as  possible;  that  prices 
were  discussed,  and  on  occasion  announcements  made 
about  prices  by  one  or  more  of  the  representatives  of  the 
various  companies  attending  the  meeting  (E.,  I,  268). 

When  asked  whether  any  agreement  was  reached  as 
to  prices  or  whether  there  was  merely  an  announcement 
by  persons  as  to  prices  at  which  they  proposed  to  sell 
he  said: 

"I  do  not  know  whether  anybody  regarded  the 
matter  as  I  did.  I  rather  imagine  that  everybody 
had  a  little  different  idea.  The  meetings  were 
very  informal,  and  I  doubt  if  anybody  had  the 
same  idea  when  they  went  there  that  they  had 
when  they  went  out  of  the  room.  *  *  *  I 
stated  I  would  notify  them  before  I  changed  my 
price,  but  that  I  would  be  at  liberty  to  change  my 
price  whenever  I  found  the  market  conditions 
would  warrant  it  and  make  it  necessary"  (E.,  I, 
272). 

Mr.  Cragin,  who  had  represented  the  American  Steel 
&  Wire  Company  in  the  various  Jackson  pools,  was  asked 
whether  after  these  associations  were  disbanded  those 
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who  had  represented  the  several  companies  who  were 
members  of  the  associations,  met  together  at  luncheon 
from  time  to  time,  and  replied  that  some  of  the  members 
did,  and  others  did  not  (E.,  I,  290).  When  asked  as  to 
what  took  place  at  the  luncheons  besides  the  eating,  he 
said  there  were  discussions  of  the  general  situation,  and 
announcements  were  generally  made  by  the  different 
parties  as  to  the  prices  they  were  going  to  sell  at,  although 
that  practice  was  not  invariably  followed;  that  the  pur- 
pose of  such  announcement  was  to  give  some  idea  of  what 
the  market  on  that  line  was  to  be,  and  to  get  information 
direct  rather  than  through  the  very  uncertain,  and  often 
inaccurate  source  of  the  buyer  ( R.,  I,  294-5 )  ;  that  he  did 
not  agree  or  promise  at  any  time  at  any  of  the  luncheons 
that  he  would  for  any  stated  length  of  time  maintain  the 
prices  announced  as  his  prices  at  the  time  of  the  lunch- 
eons, and  that  he  was  under  no  obligation  to  maintain  it 
further  than  such  time  as  he  saw  fit;  that  frequently 
after  having  stated  his  price  at  the  luncheon  he  after- 
wards changed  it,  but  endeavored  not  to  do  so  without 
notifying  the  others;  that  he  reserved  to  himself  full 
power  to  do  what  he  pleased  afterward;  that  there  never 
was  any  arrangement  or  understanding  as  to  the  amount 
of  output;  that  he  was  absolutely  free  from  any  kind  of 
suggestion  that  he  would  not  go  ahead  and  get  all  the 
business  he  could;  that  there  was  active  competition  be- 
tween all  the  companies  after  the  dissolution  of  the  pools, 
without  reference  to  any  previous  allotments;  that  the 
former  allotments  did  not  influence  the  manufacturers 
in  the  slightest,  and  that  competition  has  been  active  be- 
tween the  American  Steel  &  Wire  Company  and  all  of  the 
other  companies  as  to  all  the  products  formerly  covered 
by  the  associations  since  the  time  the  pools  were  dis- 
banded (E.,  I,  311-3). 

Mr.  Baackes  stated  that  at  the  luncheons  whatever 
was  of  common  interest  was  discussed;  that  prices  were 
not  discussed,  but  that  they  asked  each  other  from  time 
to  time  what  they  were  selling  goods  at;  that  he  never 
agreed  on  prices,  nor  did  he  hear  any  one  else  make  such 
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agreements ;  that  no  one  ever  agreed  or  stated  at  any  of 
the  meetings  that  he  would  maintain  the  price  he  said 
he  was  getting  for  any  definite  time;  that  so  far  as  he 
knew  nobody  ever  left  any  of  the  meetings  feeling  that 
he  had  obligated  himself  to  maintain  any  price  of  any 
kind  (R.,  I,  364-5). 

No  testimony  was  offered  showing  that  the  meetings 
following  the  dissolution  of  the  wire  pools  were  brought 
about  through  any  action  of  the  American  Steel  and 
Wire  Company. 

Gary  Dinners. 
Article  XIII  of  the  petition  (p.  64)  alleges  that — 

"Under  the  auspices  of  the  Corporation,  these 
interests  (steel  manufacturing)  naturally  competi- 
tive, but  harmonized  by  this  net-work  of  correla- 
tions (interlocking  directorates),  and  overshad- 
owed and  dominated  by  the  power  of  the  Corpora- 
tion arising  from  its  preeminence  in  the  business 
and  the  irresistible  strength  of  its  alliances,  come 
together,  from  time  to  time,  find  out  the  views  of 
the  Corporation  in  respect  of  prices  and  output, 
and  all  that  hitherto  was  affected  by  pools  and  for- 
mal agreements,  reach  a  common  understanding 
and  purpose,  and  proceed  to  carry  them  out.  It  is 
not  here  alleged  that  merely  assembling  and  mu- 
tually exchanging  information  and  declaration  of 
purpose  amounts  to  an  agreement  or  combination 
in  restraint  of  trade.  These  meetings  and  their  re- 
sults have  gone  further.  What  they  actually  ac- 
complished shows  the  great  and  dangerous  power 
achieved  by  the  Corporation  through  unlawful 
combination  exercised  over  the  trade  and  com- 
merce of  the  country.  The  concerted  action  taken 
has  prevented  fluctuations  in  prices  and  compe- 
tition." 

The  petition  further  alleges  that  fully  90  per  cent,  of 
the  iron  and  steel  trade  of  the  United  States  was  repre- 
sented at  the  meetings  referred  to;  that  these  meetings 
brought  about  the  maintenance  of  prices,  and  accom- 
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plished  more  than  did  the  old  pools  and  agreements  which 
were  frequently  broken   (pp.  64-5). 

The  answer  (Par.  73)  admits  that  representatives  of 
a  large  proportion  of  the  steel  manufacturing  interests 
in  the  United  States  have  met  together  from  time  to 
time  since  November  20,  1907,  but  denies  that  such  meet- 
ings were  brought  about  by  the  influences,  or  that  they 
were  held  for  the  purposes,  or  that  they  accomplished  the 
results,  alleged  in  the  petition.    It  denies  that  said  meet- 
ings, or  any  of  them,  or  the  manufacturers  assembled 
thereat,  went  further  than  the  mutual  exchange  of  infor- 
mation and  of  views  with  regard  to  the  business  situa- 
tion, or  that  what  they  accomplished  showed  any  great 
or  dangerous  power  achieved  by  the  Steel  Corporation 
either  through  unlawful  combination  exercised  over  the 
trade  and  commerce  of  the  country  or  otherwise.     It  de- 
nies that  concerted  action  was  taken  by  said  manufactur- 
ers to  prevent  either  fluctuations  in  prices  or  competition 
or  that  any  action  taken  at  said  meetings  has  produced 
any  such  result.     It  says  that  the  first  of  said  meetings 
was  held  on  November  20,  1907;  that  the  country  was 
then  suffering  from  a  severe  financial  panic  and  that  the 
steel  manufacturers  came  together  for  mutual  counsel 
and  advice  as  to  the  best  means  of  averting  disastrous 
consequences  to   their  industry   such   as  had   followed 
nearly  every  other  panic  that  had  theretofore  occurred 
in  this  country.     It  says  that  said  meeting  was  largely 
attended ;  that  there  was  a  full  exchange  of  information 
as  to  the  condition  of  the  various  businesses  represented 
and  a  frank  interchange  of  views  with  regard  to  the  busi- 
ness situation ;  that  similar  meetings  with  similar  objects 
followed,  but  that  neither  then  nor  at  any  other  time 
was  there  any  attempt  to  reach  any  agreement  or  under- 
standing with  respect  either  to  output  or  prices  nor  was 
there  anything  said  or  done  which  was  calculated  or  in- 
tended to  suppress  competition  or  restrain  trade.    It  says 
that  said  meetings  did  not  prevent  frequent  changes  and 
fluctuations  in  prices  or  competition  in  steel  products, 
but  that  they  did  tend  to  prevent  the  misunderstandings 

Digitized  by  Microsoft® 


313 

and  unfair  practices  out  of  which  had  grown  nearly  all 
the  trade  wars  of  the  past. 

These  meetings  have  come  to  be  known  as  the  Gary 
dinners. 

The  Situation  Immediately  Preceding  the  Gary  Dinners. 

This  has  been  partially  described  in  connection  with 
the  taking  over  of  the  Tennessee  Coal,  Iron  and  Eailroad 
Company  (swpra,  p.  125). 

Mr.  Beynolds,  President  of  the  Continental  and  Com- 
mercial National  Bank  of  Chicago,  said: 

"The  season  of  1907,  from  July  on,  had  been 
an  unusually  active  one  so  far  as  the  demand  for 
money  and  credit  was  concerned.  The  banks  all 
through  the  country,  particularly  in  this  section 
from  July  on  had  found  it  extremely  difficult  to 
take  care  of  the  demands  made  upon  them  for 
credit.  This  condition  continued  with  the  tension 
growing  stronger  and  stronger  all  the  time,  until 
early  in  October — or  rather,  late  in  October,  it 
was,  the  26th,  I  think,— when  it  collapsed,  and 
the  banks  of  Chicago,  as  well  as  in  other  sections 
of  the  country  went  on  a  clearing  house  certificate 
basis,  by  which  I  mean  they  went  on  a  basis 
through  which  they  resorted  to  the  use  of  clear- 
ing house  checks  to  pay  balances,  thereby  declin- 
ing, if  I  may  so  put  it,  to  pay  specie  or  currency 
on  demand"  (E.,  XXVI,  11260). 

He  stated  that  that  situation  continued  from  about 
the  26th  of  October  until  the  first  of  January  or  after; 
that  "the  air,  of  course,  was  full  of  rumors,  and  every 
day  we  would  hear  of  disagreeable  things,  things  that 
were  liable  to  happen  and  things  that  were  hanging 
over  the  market— that  was  the  usual  expression"  (E., 
XXVI,  11260-1).     He  further  said: 

"I  think  all  sections  of  the  country  were  in 
about  the  same  state  of  panic,  as  far  as  I  would 
be  able  to  judge;  all  over  the  country  clearing 
house  associations  had  voted  to  act  on  a  clearing 
house  certificate  basis,  and  even  in  many  sections, 
in  places  with  no  clearing  house  association  bank- 
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ers  met  informally  and  created  temporary  clear- 
ing houses,  and  that  would  cover  the  country"  (R., 
XXVI,  11265). 

Mr.  Campbell,  president  of  the  Youngstown  Sheet 
&  Tube  Company,  testified  that — 

"Prior  to  this  first  Gary  dinner,  in  the  fall  of 
1907,  there  was  a  money  panic  in  New  York,  as 
they  called  it.  Money  was  very  tight  and  you 
could  not  get  currency,  and  you  could  not  get 
credit,  and  the  conditions  to  the  business  man  and 
to  the  banker  were  very  grave  at  that  time"  (R., 
V,  1853). 

He  further  stated  that  the  alarm  as  to  conditions 
existed  with  everybody,  and  was  felt  by  the  banking  in- 
terests throughout  the  country,  by  the  small  country 
banks  as  well  as  the  big  banks  at  New  York;  that  his 
company  had  $1,750,000  on  deposit  with  bankers  in  New 
York,  Cleveland  and  Youngstown,  but  was  obliged  to 
pay  its  men  in  clearing  house  certificates  rather  than  to 
try  to  draw  that  amount  out  of  the  banks  and  pay  them 
in  currency;  that  the  condition  of  affairs  was  a  menace, 
not  merely  to  manufacturers  and  banks,  but  to  laboring 
men  and  men  in  every  class  of  business  (R.,  V,  1853). 

Judge  Reed,  who  had  been  counsel  for  the  Carnegie 
Steel  Company  and  Chairman  of  the  Board  of  that  com- 
pany for  a  long  period  of  time,  was  asked  the  situation 
in  the  steel  and  iron  trade  at  the  time  of  the  first  Gary 
dinner.     He  replied : 

"There  was  not  anybody  sure  of  the  future. 
It  looked  as  if  the  foundations  of  the  business 
had  all  crumbled  away,  and  as  if  we  were  in  for 
several  years  of  low  prices  and  failures  and  the 
general  bad  effects  that  follow  a  panic.  I  had 
been  through  one  or  two  of  those  in  Pittsburgh, 
and  I  did  not  want  to  see  another  one"  (R.,  XIV, 
5680). 

When  asked  how  the  steel  industry  had  come  through 
previous  panics,  he  said: 

"Of  course,  what  usually  follows  one  of  those 
depressions  is  the  reduction  in  prices,  everybody 
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trying  to  get  what  little  business  there  is,  and 
then  a  reduction  in  wages,  and  then  they  borrow 
all  the  money  they  can  out  of  the  banks,  and  then 
the  unfortunate  manufacturer  goes  into  bank- 
ruptcy or  in  the  hands  of  the  sheriff,  and  generally 
dies  and  goes  to  the  cemetery.  That  was  the  his- 
tory in  1873.  We  had  failure  after  failure  in 
Pittsburgh.  *  *  *  We  had  a  long  depression  in 
Pittsburgh,  running  from  1873  to  1879;  during 
which  time  you  could  not  give  away  a  rolling 
mill"  (E.,  XIV,  5680). 

The  Institution  of  the  Gary  Dinners. 

Judge  Gary  testified  that  the  first  so-called  Gary  din- 
ner was  held  in  November,  1907;  that  the  meeting  was 
held  shortly  after  the  beginning  of  the  1907  panic,  after 
the  worst  had  passed,  but  while  the  effect  remained;  that 
the  Steel  Corporation  officials  had  been  importuned  by 
various  consumers  to  do  all  they  could  to  prevent  de- 
moralization in  business;  that  many  customers  reported 
that  they  had  large  stocks  on  hand,  and  that  if  prices 
became  demoralized,  as  they  had  in  other  years,  there 
was  great  danger  of  loss  to  them,  and  perhaps  failure; 
that,  in  those  days  particularly,  iron  and  steel  were  con- 
sidered the  barometers  of  trade ;  that  the  market  for  steel 
greatly  affected  other  business  conditions ;  that  in  conver- 
sation with  bankers  and  others  the  question  was  asked 
whether  or  not  the  steel  business  was  going  to  pieces ;  that 
there  was  very  great  danger  of  demoralization;  that  he 
believed  that  if  the  iron  and  steel  trade  got  into  that 
condition  the  panic  would  be  long  continued,  and  great 
loss  and  injury  would  result,  not  only  to  the  manufac- 
turers of  steel,  but  to  every  one  else  who  was  interested 
in  the  manufacture  of  steel,  or  dependent  upon  it;  that 
in  addition,  the  Corporation  had  on  its  books  accounts 
receivable  aggregating  hundreds  of  millions  of  dollars, 
and  an  ordinary  old-fashioned  steel  war  would  have 
meant  destructive  competition,  the  survival  of  the  fittest, 
and  the  ruin,  or  at  least  temporary  suspension  of  a  great 
many  people,  which  would  have  resulted  in  great  loss  to 
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the  Steel  Corporation  and  other  manufacturers,  and 
great  hardship  to  their  employes,  and  to  the  business 
world  generally  (R.,  XII,  4887).  He  said  that  in  pre- 
vious years  steel  makers  did  business  in  such  times  al- 
most as  enemies  and  as  destroyers  of  business;  doing 
what  they  could  to  secure  an  order,  even  if  only  one,  and 
securing  the  business  of  persons  whether  naturally  or 
usually  customers,  and  by  various  means  attempting  to 
ascertain  secretly  what  competitors  were  doing,  and  with 
whom  they  were  doing  business,  and  resorting  to  all 
kinds  of  measures  intended  if  possible  to  force  competi- 
tors out  of  business,  in  order  to  secure  business  for  the 
stronger  party  (R.,  XII,  4887-8).  He  said  that  while 
conditions  in  that  respect  had  improved  during  the  eight 
or  nine  years  preceding  1907  there  was  danger  of  getting 
back  into  unfair,  unreasonable  competition  in  such  panic 
times  as  then  existed;  that  the  object  of  the  first  Gary 
dinner  was  to  bring  together  into  friendly  contact  the 
men  engaged  in  the  industry ;  that  his  idea  was  that  this 
contact  with  competitors  would  tend  to  secure  fair  and 
decent  conduct;  that  it  was  impossible  to  prevent  sharp 
competition,  but  that  it  was  possible  to  prevent  unfair 
conduct;  that  he  invited  these  gentlemen  to  dinner  for 
the  purpose  of  referring  to  the  general  financial  and  busi- 
ness situation  and  the  statements  that  had  been  made 
to  him  by  customers  and  bankers,  and  for  the  purpose 
of  thoroughly  establishing,  if  possible,  a  friendly  feeling 
among  them  and  inducing  them  to  state  frankly  and 
freely  what  they  were  doing,  how  much  business  they 
were  doing,  what  prices  they  were  charging,  what  wages 
they  were  paying,  and  to  prevent,  if  he  could,  not  by 
agreement,  but  by  exhortation,  the  wide  and  sudden  fluc- 
tuation of  prices  which  would  be  injurious  to  every  one 
interested  in  the  business  of  the  iron  and  steel  manufac- 
turers (R.,  XII,  4888-9). 

Judge  Gary  said  that  at  this  dinner  a  number  of 
those  present  expressed  opinions  in  regard  to  the  market, 
and  what  ought  to  be  done;  that  no  prices  were  named 
in  the  way  of  stating  a  particular  price,  although  the  sub- 
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ject  of  prices  was  referred  to;  that  opinions  were  ex- 
pressed as  to  whether  or  not  prices  were  fair  and  reason- 
able; that  there  was  no  understanding  or  agreement,  ex- 
press or  implied,  arrived  at  with  regard  to  the  mainte- 
nance of  prices ;  that  on  the  contrary  he  made  it  perfectly 
plain  then,  as  he  did  on  all  occasions,  that  under  no  cir- 
cumstances would  he  do  or  say  anything  that  did  not 
leave  his  company  free  to  go  out  and  do  exactly  as  it 
pleased  with  respect  to  prices  and  everything  else,  and 
that  he  would  not  advise  any  one  else  to  do  differently 
(R.,  XII,  4889-90). 

On  being  asked  to  state  what  he  declared  at  that  first 
dinner  as  to  the  object  and  purpose  of  calling  the  gen- 
tlemen together  ( the  proceedings  of  that  dinner  not  being 
taken  down  stenographically  as  those  of  later  dinners 
were)  he  said : 

"I  stated  the  purpose  and  object  of  the  meet- 
ing were  if  possible  to  prevent  the  demoralization 
of  business.  I  stated  that  the  first  object  of  the 
meeting  was  to  secure  a  better  acquaintance  with 
each  other,  and  come  into  close  contact  in  order 
to  know  one  another,  hoping  that  we  might  deal 
with  and  towards  one  another  as  gentlemen  and 
not  as  enemies;  that  the  purpose  was,  if  possible, 
to  prevent  demoralization  of  business,  to  secure  as 
far  as  practicable  stability  of  business  conditions 
as  opposed  to  wide  and  sudden  fluctuations,  to 
prevent  if  possible  failures  on  the  part  of  our 
customers  and  to  comply  with  their  wishes  in 
every  respect,  to  prevent,  if  we  could,  a  long  con- 
tinuance of  the  panic,  which  meant  failures  to  a 
great  many  people  and  manufacturers  themselves 
because  of  their  debts  at  the  banks  or  because  of 
their  commitments  for  extensions,  and  to  cus- 
tomers because  of  the  large  stocks  they  had  on 
hand,  the  sudden  change  in  the  prices  of  which 
might  be  very  damaging,  and  so  far  as  we  prop- 
erly could,  to  maintain  or  to  assist  in  maintain- 
ing business  conditions  generally,  the  opposite  of 
which  should  be  deplored  •  *  *  I  stated  dis- 
tinctly *  *  *  at  that  time  that,  as  they  all  un- 
derstood, we  could  not  make  any  agreement,  ex- 
press or  implied,    directly    or   indirectly,    which 
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bound  us  to  maintain  prices  or  restrict  territory 
or  output;  it  must  leave  us  free  to  do  as  we 
pleased,  and  must  rely  upon  the  disposition  of  all 
others  to  do  what  they  considered  fair  and  right 
and  for  the  best  interests  not  only  of  themselves 
but  all  others  who  had  any  interest  in  that  or  any 
other  work"  (R.,  XII,  4894-5). 

There  were  not  many  of  these  dinners.  There  was 
one  on  January  30th,  one  on  April  2nd,  one  on  May  21st, 
and  one  on  December  10th,  1908.  Judge  Gary  testified 
that  at  none  of  these  dinners  was  it  suggested  by  any- 
body that  there  should  be  any  agreement  of  any  sort  or 
description,  fixing  prices,  dividing  territory  or  limiting 
output ;  that  every  one  knew  perfectly  well  from  what  he 
had  said  that  such  a  suggestion  would  not  be  entertained, 
if  made,  and  that  he  had  no  reason  to  think  that  any  one 
ever  had  in  mind  the  idea  of  making  any  such  suggestion. 
He  said  that  as  a  matter  of  fact  prices  were  not  fixed 
at  those  meetings  or  as  the  result  of  the  same  (R.,  XII, 
4896). 

Defendants'  Exhibit  58  (D.  E.,  II,  236)  contains  the 
remarks  of  Judge  Gary  at  a  dinner  tendered  to  him  by  the 
Governors  of  the  Iron  &  Steel  Institute  of  Great  Britain, 
in  London,  September  11,  1908.  It  was  stated  by  him  to 
be  a  correct  copy  (R.,  XII,  4900). 

Defendants'  Exhibit  60  (D.  E.,  Ill,  352)  is  the  re- 
sponse of  Judge  Gary  to  a  dinner  given  in  his  honor  by 
the  Iron  &  Steel  Manufacturers  of  America  in  October, 
1909.    He  testified  to  it  as  a  correct  copy  (R.,  XII,  4906) . 

There  is  printed  in  connection  with  this  latter  ad- 
dress the  remarks  of  a  number  of  other  persons  in  the 
steel  trade,  and  also  some  words  of  appreciation  signed 
by  a  large  number  of  manufacturers;  the  same  appear 
as  Defendants'  Exhibits  87,  82,  83  and  87a.  They  were 
verified  by  Judge  Reed,  who  was  present  (R.,  XIV, 
5743-4). 

Judge  Reed  said  that  he  attended  the  first  Gary  din- 
ner in  the  fall  of  1907.     On  being  asked  what  was  said 
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by  Judge  Gary  or  anybody  else  as  to  the  object  of  the 
meeting,  and  what  was  done,  he  replied: 

"The  substance  of  it  was  that  we  knew  from 
experience  what  happened  in  times  after  a  panic 
and  depression  of  this  kind  set  in;  that  there 
was  very  little  business  in  the  country,  probably, 
and  would  be  for  some  while;  that  if  everybody 
went  out  and  tried  to  take  what  there  was,  it 
would  reduce  prices  and  necessarily  affect  the 
wages  of  the  workmen.  Worse  than  that,  that  the 
panic  had  caught  a  lot  of  customers  and  jobbers 
pretty  well  loaded  up  with  goods  at  high  prices, 
and  if  the  prices  of  their  various  materials  were 
pulled  out  from  under  them  it  would  mean  bank- 
ruptcy and  trouble  for  a  lot  of  jobbers  and  cus- 
tomers. The  thing  to  do  was  to  keep  our  heads 
and  go  slow,  and  take  what  business  naturally 
came  along,  and  then  let  these  jobbers  work  off 
their  goods,  and  let  the  country  store  keeper,  and 
so  on,  get  rid  of  his  stock,  work  it  off  normally  and 
get  ready  for  a  new  start"  (R.,  XIV,  5681-2). 

Judge  Reed  further  said  that  there  was  never  any 
agreement  made  to  fix  prices  or  to  limit  or  apportion  out- 
put at  that  or  any  other  meeting  that  he  knew  of  (R., 
XIV,  5682)  ;  that  he  attended  all  the  Gary  dinners  (R., 
XIV,  5683). 

Judge  Reed  after  stating  that  Judge  Gary  exhorted 
the  gentlemen  present  at  the  various  dinners  with  great 
earnestness,  was  asked  as  to  the  burden  of  that  exhorta- 
tion, and  replied : 

"As  I  said,  to  keep  your  head,  to  keep  cool, 
take  what  business  you  naturally  can,  you  cannot 
get  any  more,  you  cannot  make  business  these 
kind  of  times;  take  what  naturally  comes  to  you 
at  decent  prices,  keep  your  men  working,  and  this 
thing  will  soon  be  over,  and  it  will  be  over  a  good 
deal  sooner  than  if  you  do  the  other  way." 

He  then  added : 

"I  think  it  is  fair  to  be  said,  and  I  think  it 
ought  to  be  said,  that  a  good  many  of  us  did  not 
agree  with  that  policy  of  the  Corporation  at  first, 
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it  seemed  that  we  would,  be  going  slow,  but  we 
came  around  to  it  afterwards,  and,  I  believe,  today- 
it  is  fair  to  Judge  Gary  to  say  that  I  think  he  saved, 
thousands  of  men  from  bankruptcy  in  this  country 
during  the  panic  of  1907"  (R.,  XIV,  5684-5). 

Willis  L.  King  attended  the  first  Gary  dinner,  Novem- 
ber 20,  1907,  and  when  asked  the  kind  of  meeting  it  was 
stated : 

"That  was  a  meeting  to  discuss,  primarily, 
the  panic  and  the  effect  that  it  would  have  on 
business;  and  the  object  of  the  meeting,  as  I  un- 
derstand it — I  did  not  know  anything  about  it 
until  I  was  invited — was  to  urge  or  advise  manu- 
facturers generally  not  to  allow  the  financial  panic 
to  get  into  business  generally;  in  other  words,  it 
was  a  general  attempt  to  prevent  the  steel  manu- 
facturers from  losing  their  heads  and  giving  away 
their  business,  *  *  *  by  a  sudden  and  unrea- 
sonable drop  in  prices,  which  would  affect  ad- 
versely all  buyers  of  steel  and,  indirectly,  banks 
who  had  their  obligations"  (K.,  VI,  2091). 

Mr.  King  further  testified  that  it  was  absolutely  true 
that  neither  at  the  first,  nor  at  any  other  Gary  dinner, 
was  any  agreement  made  between  the  persons  present, 
or  any  of  them,  as  to  prices  and,  as  a  matter  of  fact,  Judge 
Gary  in  his  opening  remarks,  and  at  other  times,  advised 
the  gentlemen  present  that  there  could  not  be  any  such 
agreement,  express  or  implied,  and  that  he  himself 
would  not  under  any  circumstances  enter  into  any  agree- 
ment of  that  character,  and  that  that  was  his  invariable 
attitude  (E.,  VI,  2119). 

Mr.  A.  W.  Thompson,  President  of  the  Inland  Steel 
Company,  testified  that  he  did  not  think  he  missed  any 
of  the  so-called  Gary  dinners,  and  when  asked  whether 
any  agreements  or  understandings  as  to  prices  were 
entered  into  at  the  dinners,  stated  that  if  there  were 
any  he  did  not  know  it;  that  he  never  heard  at  any  of  the 
dinners  a  price  of  bar  steel,  or  any  other  specific  price 
mentioned.  He  was  then  asked  whether  the  Inland  Steel 
Company,  pursuant  to  the  Gary  dinners,  or  by  reason 
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of  the  Gary  dinners,  quoted  the  same  price  as  any  of  its 
competitors.    He  answered: 

"I  suppose  at  times  we  did,  but  not  by  any 
agreement.  I  suppose  there  were  times  that  we 
made  the  same  price,  perhaps,  on  bars  or  sheets 
that  the  Steel  Corporation's  subsidiaries  did,  or 
that  Jones  &  Laughlin  did.  I  have  no  doubt  that 
at  times,  without  knowing  it,  we  made  practically 
the  same  prices"  (K.,  XXII,  9143). 

Mr.  Schwab  stated  that  he  attended  the  first  Gary 
dinner;  that  at  that  time  there  was  a  demoralized  condi- 
tion ;  people  felt  the  market  was  going  to  go  very  low  and, 
in  general,  there  was  a  very  uneasy  feeling;  that  mer- 
chants of  steel,  sellers  of  steel  and  retailers,  were  very 
heavily  loaded  with  stocks  at  that  time;  that  the  panic 
was  preceded  by  a  very  prosperous  period;  that  imme- 
diately preceding  October,  1907,  steel  makers  had  one 
of  the  most  prosperous  periods  they  had  ever  had  and 
the  panic  was  very  sudden;  that  the  Gary  dinner  was 
attended  by  manufacturers,  merchants  and  middlemen 
(R.,  XI,  4194-5)  ;  that 

"The  keynote  of  the  whole  dinner  was  an  ad- 
dress by  Judge  Gary,  or  rather  a  talk  to  all  the 
members  there,  with  a  view  of  their  not  becoming 
panic  stricken ;  with  a  view  of  their  not  sacrificing 
the  situation  by  too  great  a  cut  in  prices  and  a 
precipitation  of  bad  business  methods;  that  we 
ought  to  retain  our  heads  and  not  become  excited 
over  a  situation  of  that  sort,  and  that  we  should 
calmly  await  the  return  of  prosperity;  that  our 
usual  pro  rata  of  business  would  probably  come 
to  each  one  regardless  of  the  prices  at  which  it 
was  done ;  and  that  it  was  unwise  business  policy 
and  bad  for  the  industry,  and  especially  bad  for 
the  people  who  carried  stocks,  to  precipitate  and 
make  worse  such  a  demoralized  condition.  That 
was  the  keynote  of  everything  that  was  said  at 
that  dinner"  (R.,  XI,  4195). 

He  further  testified  that  nothing  whatever  was  said 
about  entering  into  an  agreement  fixing  prices  or  out- 
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put,  nor  was  the  price  of  any  product  mentioned;  that 
it  was  only  a  general  talk  along  the  lines  above  stated 
(E.,  XI,  4195). 

Mr.  Campbell,  President  of  the  Youngstown  Sheet 
&  Tube  Company,  attended  the  first  Gary  dinner,  and  said 
that  the  impression  given  him  by  the  speech  of  Judge 
Gary  was  that  the  dinner  was  to  bring  together  the  manu- 
facturers of  iron  and  steel  with  a  view  of  making  for 
stability  of  prices  during  the  panic  (E.,  V;  1832)  ;  that  it 
had  been  a  very  prosperous  year,  the  largest  up  to  that 
time  that  his  company  had  known;  that  all  jobbers  and 
all  consumers  as  far  as  he  could  learn  had  very  large 
stocks  of  material,  and  that  a  sudden  and  great  fall  in  the 
value  of  those  stocks  would  put  about  half  of  them,  he 
thought,  into  the  hands  of  receivers  and  would  have  car- 
ried down  banks  and  business  houses  generally,  besides 
bankrupting  most  of  the  small  manufacturers,  if  they 
had  suffered  similar  depreciation  with  reference  to  their 
materials  (E.,  V,  1853-4). 

Mr.  Campbell  said  that  it  was  stated  at  every  meeting 
with  which  he  had  anything  to  do  that  the  manufacturers 
could  not  enter  into  any  agreement,  written,  oral,  ex- 
pressed or  implied,  for  the  maintenance  of  prices;  that 
the  meetings  had  a  steadying  effect  on  the  market,  but 
that  this  was  obtained  merely  through  an  appeal  to  the 
reason  of  the  men  present  (R.,  V,  1855). 

Mr.  Worth  testified  that  he  attended  the  Gary  dinners 
and  luncheons  (E.,  Ill,  1341);  that  Judge  Gary  never 
attempted  to  lay  down  any  rule  for  the  rest  of  the  manu- 
facturers at  these  meetings,  nor  to  bind  anybody  to  any 
rule  or  any  policy  that  he  favored,  except  so  far  as  he 
felt  it  would  be  to  the  interest  of  all  to  make  broad  state- 
ments there  of  their  condition  and  what  they  probably 
expected  to  do,  and  to  be  frank  with  each  other;  that  he 
advised  friendly  relations  between  manufacturers,  and 
that  they  should  tell  the  truth  to  each  other  as  to  their 
affairs;  that  he  never  advised  that  they  should  agree 
as  to  their  prices  or  output,  but  always  stated  that  they 
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could  not  do  that,  and  many  times  stated  that  the  Steel 
Corporation  would  not  do  it  (E.,  Ill,  1354-6). 

Mr.  Joseph  G.  Butler,  Jr.,  stated  that  he  attended 
all  the  Gary  dinners,  and  there  was  no  agreement  or 
understanding,  expressed  or  implied,  reached  or  entered 
into  at  any  of  those  dinners,  on  the  subject  of  prices  by 
which  they  were  to  be  increased,  decreased  or  maintained 
(E.,  VII,  2565). 

George  W.  Simmons,  of  the  Simmons  Hardware  Com- 
pany, St.  Louis,  testified  to  the  demoralized  condition  of 
trade  in  the  autumn  of  1907.  When  asked  as  to  the  effect 
produced  upon  the  public  mind  and  the  trade  by  the 
Gary  dinner  movement  he  replied : 

"The  fact  that  the  manufacturers  generally 
of  iron  and  steel  products  were  hopeful  as  to  the 
situation,  and  were  intelligently  and  conserva- 
tively inclined,  was  of  great  influence  to  cause  the 
retailers  and  the  wholesalers  to  sit  tight  and  wait 
until  things  readjusted  themselves  rather  than  to 
lose  their  courage  and  let  things  get  in  worse  con- 
dition, particularly  at  a  time  when  the  banks  were 
so  involved  that  they  could  not  give  any  financial 
assistance  to  a  concern  that  might  need  it;  it  was 
a  balance  wheel  of  trade,  if  you  would  call  it  that. 
The  sentiment  was  the  important  feature,  and  the 
action  of  those  manufacturers,  as  published  in  the 
newspapers,  helped  to  strengthen  the  sentiment, 
and  had  it  not  been  for  the  same  sentiment  which 
existed  then  the  results  would  have  been  far  more 
disastrous  commercially  than  they  were"  (E., 
XXIII,  9417-8). 

Mr.  Simmons  further  said  that  following  the  Gary 
dinners  prices  varied  as  they  always  had,  and  that  the 
level  gradually  declined  (E.,  XXIII,  9417-8). 

Albert  S.  White,  of  New  Orleans,  proprietor  of  The 
New  Orleans  Eoofing  &  Metal  Works,  testified  that  the 
Gary  dinner  movement  was  very  beneficial  to  men  in  his 
class  of  business ;  that  it  prevented  the  demoralization  of 
prices;  that  most  of  the  jobbers  had  very  large  stocks 
on  hand,  and  that  if  the  mills  had  gone  to  cutting  prices 
there  would  have  been  a  great  loss  to  the  (sub)  manu- 
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facturers  and  jobbers  carrying  large  stocks;  that  it  would 
have  fallen  heaviest  on  the  merchants  and  jobbers  (R., 
XXV,  10697-8). 

The  Gary  Dinner  Committees. 

Judge  Gary  testified  that  at  the  first  Gary  dinner 
a  general  committee  was  appointed  of  which  he  was  chair- 
man; that  this  general  committee  appointed  sub-commit- 
tees with  respect  to  the  different  lines  of  business;  that 
it  was  not  the  purpose  in  the  creation  of  the  sub-commit- 
tees to  reach  a  general  understanding  as  to  the  prices 
of  iron  and  steel  products,  or  to  bring  about  the  main- 
tenance of  prices,  and  that,  as  a  matter  of  fact,  neither 
the  general  committee  nor  the  sub-committees  did  bring 
about  the  maintenance  of  prices  (R.,  XII,  4890) . 

When  asked  to  give  the  particular  purposes  of  these 
committees  he  stated: 

"The  purpose  of  the  general  committee  was 
first  to  appoint  sub-committees,  and  secondly,  so 
far  as  it  could,  to  ascertain  facts  in  regard  to 
business  conditions  and  in  regard  to  the  business 
of  each  of  the  companies  in  the  different  lines 
and  distribute  those  facts  so  that  each  could  keep 
thoroughly  informed  as  to  what  all  of  the  others 
were  doing,  of  course  having  in  mind  as  the  prin- 
cipal object  the  cementing  of  feeling  of  business 
friendship  in  order  to  do  what  I  believed  and  still 
believe  is  not  only  proper,  but  is  essential  to  pre- 
vent the  destructive  warfare,  bitter,  fierce,  tricky, 
•  dishonest,  destructive  warfare  that  had  been  more 
or  less  prevalent  in  other  lines  of  business  and  had 
been  complained  of,  as  the  public  knows,  and  in  the 
earlier  years  in  the  iron  and  steel  business,  and  to 
some  extent  even  at  that  time  in  the  steel  busi- 
ness" (R.,  XII,  4890-1). 

Judge  Gary  further  said: 

"Of  course  I  hoped  these  meetings  would  bring 
about  those  conditions;  they  did  not  do  it,  I  am 
sorry  to  say.  There  was  overlapping  and  some 
competition  that  was  not  fair,  as  it  seemed  to  me. 
Prices  very  often,  actual  prices,  were  much  lower 
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than  the  published  prices,  but  still  it  had  a  good 
effect  in  preventing  utter  demoralization  of  busi- 
ness and  wide  and  sudden  fluctuations  which 
otherwise  I  feared"   (K.,  XII,  4892). 

A  stipulation  (E.,  IX,  3745)  was  made  that  shortly 
after  the  dinner  on  November  20,  1907,  pursuant  to  a 
resolution  passed  at  that  dinner,  a  general  committee  was 
appointed,  whose  names  appear  in  the  stipulation,  and 
that  shortly  thereafter,  and  prior  to  December  26,  1907, 
the  general  committee  appointed  sub-committees  on  the 
following  subjects :  Ore  and  Pig  Iron ;  Rails  and  Billets ; 
Structural  Material;  Plates;  Steel  Bars;  Pipe  and  Tu- 
bular Goods ;  Sheets  and  Tin  Plate ;  Wire  Products.  The 
stipulation  further  recites  that  Judge  Gary,  in  notifying 
members  of  the  sub-committees  of  their  appointment, 
wrote  to  them  as  follows: 

"In  the  appointment  of  sub-committees,  the 
members  of  the  general  committee  have  used  their 
best  judgment  in  distributing  responsibility 
amongst  the  different  lines  of  business,  confining 
the  membership  to  as  small  a  number  as  seems 
practicable.  It  is  hoped  everyone  who  has  been 
appointed  will  cheerfully  serve  and  will  attend 
and  participate  in  the  considerations  of  the  re- 
spective committees  whenever  called  together  by 
the  chairman.  It  seems  desirous  that  the  com- 
mittees meet  in  the  very  near  future,  and  as  fre- 
quently as  the  interests  of  the  trade  may  demand. 
While  it  is  advisable  that  no  agreements  contrary 
to  law  be  entered  into,  there  is  no  objection  to  fre- 
quent consultations  for  the  purpose  of  receiving 
full  information  and  for  the  frank  interchange  of 
opinions  concerning  the  business  interests  of  all" 
(B.,  IX,  3747). 

Several  of  the  gentlemen  who  served  on  these  sub- 
committees or  attended  the  meetings  were  called  as  wit- 
nesses either  by  the  petitioner  or  the  defendants. 

The  following  were  called  by  the  petitioner :    William 

E.  Corey,  chairman  of  the  Committee  on  Ore  and  Pig 

Iron;  Willis  L.  King,  chairman  of  the  Committee  on 

Steel  Bars;  James  A.  Campbell,  chairman  of  the  Com- 
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mittee  on  Sheets  and  Tin  Plates;  W.  P.  Worth,  of  the 
Committee  on  Plates;  C.  W.  Bray,  of  the  Committee  on 
Sheets  and  Tin  Plates;  Edwin  R.  Crawford,  of  the  Mc- 
Keesport  Tin  Plate  Company;  B.  Gr.  Follansbee,  of  Fol- 
lansbee  Brothers  Company;  Samuel  A.  Benner,  formerly 
in  the  sales  department  of  the  Carnegie  Company. 

Mr.  Corey  testified  that  the  purpose  in  the  creation 
of  these  sub-committees  was  to  reach  a  general  under- 
standing as  to  prices  of  iron  and  steel  products,  and  to 
bring  about  the  maintenance  of  prices,  and  that  this  was 
accomplished  for  a  temporary  period  only  (R.,  VIII, 
3004). 

When  asked  whether  they  were  maintained  by  co- 
operative action  of  the  manufacturers  of  the  various 
products,  he  stated  they  were  not  maintained  by  agree- 
ment, but  that  there  were  understandings  as  to  what 
prices  would  be  (R.,  VIII,  3005-6). 

On  cross-examination  he  repeated  his  statement  that 
there  were  no  agreements  made  at  the  meetings  of  the 
sub-committees  to  his  knowledge.  He  said  they  were  very 
careful  not  to  do  anything  that  could  be  challenged  as 
illegal,  and  that  in  all  that  he  did  he  acted  under  the  ad- 
vice of  competent  counsel  outside  of  the  regular  counsel 
of  the  Steel  Corporation,  and  "followed  the  straight  line 
as  closely  as  it  could  be  followed"  (R.,  VIII,  3071). 

He  said  that  what  he  did  at  committee  meetings  was 
to  announce  the  price  at  which  he  proposed  to  sell  his 
products;  that  he  was  advised  that  he  had  a  legal  right 
to  do  this;  that  others  did  the  same  thing;  that  the  ef- 
fect of  the  announcements  was  to  maintain  prices,  but 
that  as  a  matter  of  fact,  prices  were  not  strictly  main- 
tained at  the  figures  named  in  those  meetings,  and  that  it 
came  to  his  knowledge  that  some  of  the  competitors  of  the 
Corporation  were  selling  at  different  prices  than  the 
ones  named  from  time  to  time  (R.,  VIII,  3072). 

Mr.  King  testified  that  the  sub-committees  with  which 
he  was  connected  met  only  a  few  times  when  it  was  con- 
venient for  them  all  to  be  in  New  York;  that  they  re- 
ported to  the  general  committee  only  in  a  very  general 
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way  as  to  the  stability  or  lack  of  stability  of  the  market, 
and  what  they  hoped  to  accomplish  and  had  accom- 
plished (R.,  VI,  2098).  He  stated  that  he  himself  said, 
and  that  he  heard  others  say,  and  that  every  man  pres- 
ent at  the  meetings  thoroughly  understood  and  acted 
upon  the  understanding,  that  he  could  not  lawfully  agree 
with  the  other  men  present  upon  the  prices  they  would 
make  and  maintain  upon  their  goods,  and  that  when 
he  went  out  of  the  meetings,  so  far  as  any  agreement  with 
the  people  in  the  meeting  was  concerned,  he  could  cut 
his  price  the  next  day  or  that  afternoon ;  that  as  a  mat- 
ter of  common  decency  only  he  felt  that  if  he  made  a 
different  price  from  that  he  had  stated  in  the  meeting 
he  should  notify  the  others,  particularly  the  members  of 
the  bar  committee,  of  which  he  was  chairman  (R.,  VI, 
2103-4).  He  said  that  at  no  meeting  that  he  attended 
subsequent  to  the  Gary  dinners  was  anything  done  more 
than  to  assemble  together  and  mutually  exchange  in- 
formation and  declaration  of  purpose,  and  that  his  coun- 
sel had  advised  him  that  to  make  a  declaration  of  pur- 
pose as  to  the  price  he  intended  to  charge,  was  entirely 
lawful  (R.,  VI,  2104). 

Mr.  Campbell  testified  that  he  presided  at  some  of  the 
meetings  of  the  Sheet  &  Tin  Plate  Committee;  that 
about  90  per  cent,  of  the  production  of  sheet  steel  was 
represented.  When  asked  what  took  place  at  these  meet- 
ings, so  far  as  the  consideration  of  prices  was  concerned, 
he  stated : 

"As  a  rule,  when  the  meetings  were  called  to 
order  each  gentleman  was  asked  to  state  the 
volume  of  his  business  in  percentage,  the  amount 
that  he  was  operating  his  mill,  whether  fifty  or 
seventy-five  or  ninety  per  cent.,  and  how  the  busi- 
ness conditions  were  in  that  line  with  him;  and 
how  he  understood  the  market  price  was  being 
maintained"  (R.,  V,  1834-5). 

He  further  said: 

"We  discussed  the  prices.  When  I  was  chair- 
man of  the  meetings,   I  would  usually  ask  the 
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people  to  state  whether  they  thought  the  price 
was  too  high,  or  whether  it  should  be  reduced,  or 
whether  the  volume  of  business  was  sufficient  to 
justify  the  present  ruling  price,  or  whether  they 
felt  that  a  larger  volume  of  business  would  come 
about  if  there  was  a  reduction  of  one  or  two  or 

more  dollars  a  ton  in  price. 

****** 

"After  the  discussion  took  place  as  to  the 
prices,  when  I  acted  as  chairman  of  the  meeting, 
and  I  found  that  a  majority  of  the  people  present 
representing  the  different  mills  were  in  favor  of 
maintaining  the  then  ruling  market  price,  I  called 
on  each  one  to  state  what  their  policy  would  be  in 
the  future  with   reference  to  the   sale   of   their 

products  and  with  reference  to  the  price. 

****** 

"I  always  made  the  statement  to  them,  at 
every  meeting — it  was  one  of  the  things  that  I  did 
not  forget — that  there  could  be  no  agreements 
among  us;  so  that  that  was  thoroughly  under- 
stood" (R.,  V,  1836). 

He  said  they  had  no  verbal  or  written  agreement,  and 
understood  that  they  could  not  agree  to  make  a  price; 
that  there  were  no  penalties  and  no  restrictions  as  to 
production  or  output;  that  at  most  of  the  meetings  a 
statement  was  made  by  the  different  representatives  that 
their  policy  would  be  to  market  their  products  at  the  then 
prevailing  prices  until  they  notified  their  competitors 
that  they  wanted  to  change  their  price;  that  at  some  of 
the  meetings,  however,  such  a  statement  was  not  made 
by  all  the  people ;  that  some  of  them  said  that  on  account 
of  the  condition  of  their  order  books  and  their  small  pro- 
portion of  the  business,  and  the  cutting  of  prices  by  other 
people,  they  felt  justified  in  meeting  conditions  as  they 
found  them  from  day  to  day  (R.,  V,  1836-7).  He  said 
that  sometimes  when  the  suggestion  was  made  that  some- 
one was  cutting  the  price,  he,  as  Chairman,  would  inquire 
what  the  fact  was,  and  that  then  explanation  would  be 
made  as  to  whether  this  had  been  done  by  mistake  or 
otherwise  (R.,  V,  1839-40).    When  asked  as  to  the  effect 
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of  the  meetings  generally  on  the  maintenance  of  prices, 
he  said : 

"I  think  the  effect  accomplished  the  purpose 
that  we  were  all  after  at  that  time,  of  making  for 
stable  prices;  which  I  think  protected  the  jobber 
and  the  manufacturer  and  consumer  and  pre- 
vented the  biggest  panic  this  country  would  ever 
have  known  if  it  had  not  been  for  the  stability  of 
prices  that  was  maintained  by  the  meetings  of 
the  manufacturers  in  getting  together  and  getting 
better  acquainted  and  having  these  discussions" 
(R.,  V,  1842). 

Mr.  Worth  testified  that  he  was  not  certain  whether 
the  Plate  Committee  ever  had  a  meeting,  but  that  he  did 
attend  meetings  from  time  to  time  held  by  producers  of 
plates,  mentioning  one  held  at  the  Duquesne  Club  in 
Pittsburgh,  two  or  three  years  before  he  testified.  He 
said  he  went  out  at  the  request  of  Mr.  King  and  that 
there  were  a  number  of  producers  of  plate  present;  that 
at  these  meetings  the  different  gentlemen  present  stated 
the  condition  of  their  mills,  their  order  books,  and  that 
prices  were  discussed;  that  different  members  would  say : 

"Well,  (my  order  book  is  such  that  I  feel  I  will 
sell  for  the  present  at  such  and  such  a  price"  (R., 
Ill,  1347-8). 

He  said  that  there  was  no  understanding  that  they  were 
positively  going  to  keep  that  price ;  that  those  prices  were 
a  guide  as  to  what  they  would  do ;  that  there  was  no  con- 
tract and  no  tonnage  allotment;  that  the  understanding 
was  usually  that  if  a  man  made  a  statement  that  he 
would  probably  be  able  to  sell  at  a  price,  that  he  would 
likely  maintain  that  price  until  conditions  changed ;  and 
that  the  next  day  there  might  be  a  vast  change  in  condi- 
tions. When  asked  whether  he  would  notify  the  others 
before  making  a  change,  he  replied  in  the  negative,  say- 
ing that  he  was  sorry  that  such  was  not  always  done 
(R.,  Ill,  1348). 

Mr.  Bray  did  not  recall  attending  a  meeting  of  his 
Committee,  although  he  did  remember  meeting  some  of 

Digitized  by  Microsoft® 


330 

the  gentlemen  on  the  committee  frequently,  but  not  by 
appointment.  He  occasionally  met  some  of  them  at  the 
Duquesne  Club  (R.,  Ill,  1325).  When  asked  whether 
prices  were  discussed,  and  what  was  said  with  reference 
to  them,  he  replied: 

"If  I  wanted  to  discuss  prices  with  Mr.  Scott, 
for  instance,  I  might  say  to  him:  'How  is  your 
trade?  Are  you  getting  plenty  of  business?  How 
do  your  customers  take  prices?  Are  they  satis- 
fied? Can  you  sell  your  stuff  at  that  price?  Do 
you  think  the  volume  is  satisfactory,  or  do  you 
think  a  lowering  of  the  price  would  increase  the 
volume?'  That  is  all;  general  questions  like 
that"  (R.,  Ill,  1326). 

Being  later  examined,  relative  to  these  meetings  he 
stated  that  there  was  no  written  or  verbal  agreement 
that  his  competitors  and  himself  would  maintain  and 
sell  at  the  same  prices  (R.,  IV,  1438). 

Referring  to  his  discussion  of  prices  with  Mr.  Scott, 
he  said  he  never  made  any  agreement,  or  had  any  un- 
derstanding with  Mr.  Scott  that  he  would  maintain  the 
price  mentioned  in  their  conversation,  nor  did  Mr.  Scott 
have  any  such  agreement  or  understanding  with  him.  It 
was  merely  an  informal  discussion  of  the  existing  trade 
situation  (R.,  IV,  1439). 

Mr.  Crawford  attended  several  meetings  of  the  Sheet 
and  Tin  Plate  Committee  in  1908.  The  meetings  were 
held  sometimes  every  month,  sometimes  two  months 
apart  (R.,  V,  1774).  He  stated  that  the  object  of  the 
meetings  was  to  discuss  the  trade  in  general,  and  that 
after  a  free  discussion  of  conditions,  each  person  present 
stated  for  himself  that  until  he  found  some  person 
making  a  change  his  price  for  the  respective  products 
was  a  certain  figure.  He  said  it  was  made  very  clear 
that  there  could  be  no  agreement  for  the  maintenance 
of  market  prices  (R.,  V,  1776). 

After  testifying  that  there  was  no  agreement 
made  he  said  there  was  a  general  understanding 
that   they   would   do   what   they    said   they   would   do, 
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namely,  quote  a  certain  figure  until  they  found  rea- 
son to  change  it.  If  such  reason  arose  they  would  notify 
competitors,  or  talk  with  them  about  it,  when  another 
meeting  would  be  held  and  conditions  discussed.  He  said 
that  before  they  left  the  statement  was  unanimous  on 
the  part  of  all  that  they  would  quote  a  certain  price  (K., 
V,  1777). 

Mr.  Crawford  further  said  that  after  these  meetings 
he  felt  at  liberty  to  go  out  and  do  as  he  chose  in  regard 
to  quotations,  except  that  he  felt  a  moral  obligation  to 
be  frank  with  his  competitors  and  notify  them  of  any 
change  in  price  he  might  make  (R.,  V.  1780). 

Being  asked  generally  what  the  effect  of  the  meetings 
was  as  to  the  maintenance  of  prices,  he  stated  that  it 
kept  up  a  reasonably  steady  price  (E.,  V,  1792). 

Mr.  Follansbee  attended  the  Tin  Plate  Meetings  be- 
ginning in  January,  1908  (E.,  V,  1804-6).  He  said  that 
at  the  time  of  the  first  meeting  business  was  in  a  very 
strenuous  condition;  that  the  crisis  of  the  panic  had 
been  passed,  but  that  finances  were  in  a  bad  condition 
all  over  the  country;  that  business  had  fallen  off  and  it 
was  generally  supposed  prices  would  drop  all  around; 
that  manufacturers  did  not  want  prices  to  get  into  a 
panicky  condition;  that  prices  were  reduced  at  that 
meeting;  that  each  person  gave  his  opinion  on  the  mat- 
ter of  prices;  that  usually  there  were  differences,  al- 
though sometimes  they  were  pretty  nearly  all  of  the 
same  opinion ;  that  these  differences  continued  to  the  end 
of  the  meeting,  but  that  the  members  were  pretty  nearly 
unanimous;  that  there  was  no  agreement,  no  penalty  and 
no  limitation  of  output  (R,,  V,  1806-7). 

In  answer  to  counsel  for  the  Government  Mr.  Follans- 
bee stated  that  they  did  not  go  any  further  than  merely 
assembling,  exchanging  information,  and  declaring  their 
purposes  (E.,  V,  1810). 

Mr.  Benner  attended  several  committee  meetings  on 
behalf  of  the  Carnegie  Company.  He  said  there  would 
first  be  a  general  talk  over  conditions  and  usually  a 
statement  on  the  part  of  the  Carnegie  and  Illinois  Com- 
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parries'  representatives  as  to  what  their  attitude  would  be 
as  to  prices  with  the  hope  extended  that  the  other  com- 
petitors would  do  likewise.  On  being  asked  what  the 
others  said  he  replied :  "They  never  said  absolutely  they 
would  do  anything."  On  being  asked  if  they  entered  into 
any  agreement  to  do  anything  he  answered,  "No,  sir." 
Later  on  he  said  that  after  the  Carnegie  and  Illinois  an- 
nouncements, the  others  in  general  might  have  said  that 
they  expected  to  do  the  same  (R.,  VI,  2489-90). 

Mr.  Benner  said  that  discussions  were  sometimes  had 
at  the  meetings  about  cuts  in  prices  and  recriminations 
were  sometimes  indulged  in;  that  usually  before  they 
left  the  meeting  the  Carnegie  and  Illinois  representatives 
would  say  that  they  would  maintain  such  and  such  prices 
and  generally  the  others  would  say  they  thought  the 
prices  were  about  right  and  they  expected  to  do  the  same 
(R.,  VI,  2493). 

On  cross-examination  the  witness  said  that  no  time 
was  stated  by  anybody  during  which  he  expected  to  main- 
tain prices  nor  did  any  one  promise  or  undertake  not  to 
change  his  prices  whenever  he  chose;  that  a  majority  of 
the  representatives  generally  remained  silent  (R.,  VI, 
2504). 

The  following  were  called  by  the  defendants :  Charles 
M.  Schwab,  Chairman  of  the  Committee  on  Structural 
Material;  W.  W.  Lukens,  of  the  Committee  on  Sheets 
and  Tin  Plates;  Henry  P.  Bope,  General  Sales  Agent  of 
the  Carnegie  Company;  Harry  D.  Westfal,  Vice-Presi- 
dent and  General  Manager  of  Sales  of  La  Belle  Iron 
Works;  Joseph  B.  Andrews,  President  of  the  Andrews 
Steel  Company  and  Vice-President  of  the  Newport 
Rolling  Mill  Company  of  Kentucky;  Severn  P.  Ker, 
President  of  the  Sharon  Steel  Hoop  Company  and  for- 
merly Vice-President  and  General  Manager  of  Sales  of 
the  Republic  Iron  and  Steel  Company. 

Mr.  Schwab  stated  that  the  committees  were  ap- 
pointed to  take  up  in  detail  the  keynote  expressed  at  the 
first  dinner  as  applied  to  their  specific  lines  of  the  in- 
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dustry ;  that  they  were  not  appointed  to  make  agreements 
for  fixing  prices,  and  that  the  chief  thing  done  at  those 
meetings  was  to  compare  notes  as  to  the  volume  of  busi- 
ness, prospects  for  business  and  similar  questions  (R., 
XI,  4196).  He  stated  that  during  the  whole  period  of 
the  existence  of  the  Structural  Gommittee  he  served  as 
its  chairman,  and  that  no  agreement  was  made,  super- 
vised or  otherwise  aided  by  the  Structural  sub-committee, 
to  fix  prices  in  any  line  of  steel  production,  or  to  reg- 
ulate or  limit  output  in  any  way,  and  that  no  agreements 
of  that  kind,  either  express  or  implied,  written  or  verbal, 
were  made  at  or  in  connection  with,  or  as  the  outgrowth 
of  the  Gary  dinners,  in  so  far  as  he  knew  or  was  aware 
(R.,  XI,  4197-8). 

Mr.  Lukens  testified  that  he  attended  a  meeting  of 
the  Sheet  Committee  in  April,  1908,  and  about  six  or 
eight  subsequent  meetings,  running  up  into  the  early  part 
of  1909.  He  said  that  it  was  understood  at  the  meetings 
that  the  gentlemen  present  could  not  agree  as  to  the  mak- 
ing or  maintenance  of  prices  (R.,  XIX,  7804-5) ;  that 
there  would  be  a  discussion  as  to  market  conditions  which 
would  be  reflected  rather  accurately  in  the  extent  of  the 
operations  of  the  various  mills  represented,  and  there 
would  be  a  discussion  as  to  the  price  at  which  products 
were  being  sold ;  that  there  would  be  differences  of  opin- 
ion and  differences  in  the  prices  at  which  the  different 
makers  were  selling;  that  then  a  statement  would  be 
made  by  each  for  himself  as  to  what  the  policy  of  his 
company  would  be  with  reference  to  sales ;  that  generally 
speaking  the  announcements  were  of  the  same  price; 
that  generally  speaking  he  accepted  the  statements  as 
made,  but  that  there  were  frequently  statements  of  policy 
made  which  he  never  took  seriously  (R.,  XIX,  7805-6). 

When  asked  what  was  the  expectation  on  his  part  as 
to  the  continuation  of  that  policy  at  that  price  until  the 
next  meeting  or  until  something  transpired  to  call  another 
meeting,  he  answered: 

"Until  you  changed  your  mind.    You  were  under 
no  obligation  to  continue  it"  (R.,  XIX,  7806). 
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The  witness  repeatedly  stated  that  the  prices  an- 
nounced were  not  to  continue  except  at  the  pleasure  of 
the  person  making  the  announcement;  that  there  was  no 
understanding  even  that  he  should  give  notice  of  a  change 
(B.,  XIX,  7807-10). 

He  was  then  asked  by  Government  counsel: 

"Q.  What  was  the  object  of  that  meeting? 
Was  it  not  to  steady  prices  and  keep  them  steady, 
so  far  as  you  could? 

A.  Yes.  The  object  of  those  meetings,  as  I 
understand  it,  was  this :  To  try  to  prevent,  by  an 
appeal  to  the  judgment  and  common  sense  of  the 
men  who  were  there,  without  placing  them  under 
any  obligation  whatever,  a  complete  collapse  in 
the  steel  business  that  threatened  to  follow  the 
collapse  of  things  in  Wall  Street  in  the  fall  of 
1907.  It  would  have  been  a  particularly  serious 
time  to  have  a  rapid  collapse  of  the  market.  It 
threatened,  and  it  threatened  seriously,  and  I 
think  the  thinking  men  *  *  *  felt  that  it  was 
almost  a  necessity  to  try  to  prevent  complete  de- 
moralization, which  would  have  been  serious,  not 
only  for  the  manufacturers  themselves,  but  for 
their  customers. 

"Q.  And  that  would  come,  would  it  not,  from 
unrestrained  competition? 

"A.  Well,  I  think  we  had  unrestrained  com- 
petition; but  by  appealing  to  the  judgment  and 
sound  sense  of  those  men,  it  was  to  some  extent 
prevented;  not  entirely"  (R.,  XIX,  7810-1). 

Mr.  Bope  attended  one  meeting  of  the  Committee  on 
Plates,  and  one  meeting  of  the  Committee  on  Bars,  in 
the  early  part  of  1908.  The  Plate  Meeting  was  held  in 
Philadelphia,  and  the  Bar  Meeting  at  Pittsburgh.  He 
said  that  nothing  was  done  at  the  meetings;  that  no 
agreement  was  made,  either  to  fix  or  to  maintain  prices, 
limit  output  or  divide  territory ;  that  there  was  merely  a 
general  talk  on  market  conditions  (E.,  XXVII,  11154-5). 
When  asked  what  direction  the  talks  took  he  said : 

"Well,  it  was  more  with  reference  to  the  fu- 
ture, what  we  thought  of  the  possibility  of  trade 
reviving,  and  in  a  general  way,  knowing  of  my 
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familiarity  with  the  general  growth  of  the  busi- 
ness, they  asked  me  what  I  thought  of  the  future 
of  the  steel  business;  I  simply  gave  them  my 
opinion  for  what  it  was  worth,  and  they  did  the 
same"   (K.,  XXVII,  11455). 

He  said  that  the  gentlemen  present  stated  the  prices 
they  were  charging  and  the  prices  they  expected  to 
charge,  but  that  none  of  them  stated  for  how  long  a  time 
they  expected  to  continue  and  that  there  was  no  agree- 
ment on  the  part  of  anybody  to  follow  a  stated  price  for 
any  given  time,  or  until  another  meeting ;  that  every  man 
was  given  freedom  of  action  (E.,  XXVII,  11455-6). 

Mr.  Westfal  stated  that  he  attended  meetings  of  the 
billet,  sheet,  pipe  and  plate  committees;  that  they  met 
for  the  purpose  of  arriving,  perhaps,  at  a  better  under- 
standing of  business  conditions;  that  statements  were 
made  by  persons  present  as  to  the  prices  they  were  charg- 
ing and  expecting  to  charge,  but  that  nobody  stated  that 
any  price  would  be  maintained  by  him  or  his  company 
for  any  given  period  of  time;  that  there  was  no  under- 
standing or  agreement  that  the  price  named  by  any  rep- 
resentative would  continue  until  the  next  meeting  or  until 
any  other  time;  that  nothing  was  said  or  done  by  any 
representative  of  any  manufacturer  at  any  of  those  meet- 
ings which  he  attended  which  would  have  prevented  such 
representative,  had  he  observed  it,  from  changing  the 
price  stated  at  any  time  thereafter  when  he  saw  fit  (E., 
XIX,  7882-4). 

Mr.  Andrews  testified  that  he  attended  some  of  the 
committee  meetings  of  which  Mr.  Campbell  was  chair- 
man ;  that  there  was  not  at  any  of  those  meetings  which 
he  attended  any  agreement  or  understanding  reached  be- 
tween the  parties  as  to  the  prices  they  would  charge  at 
any  time  for  their  products;  that  he  made  no  agreement 
or  promise  as  to  the  price  at  which  he  would  sell  his 
company's  products,  nor  did  he  hear  any  of  the  other 
parties  enter  into  any  understandings  or  agreements  as 
to  the  prices  at  which  they  would  sell  their  products  (E., 
XXII,  8915). 
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Mr.  Ker  attended  some  of  the  meetings  of  the  Steel 
Bar  committee.  He  said  that  there  was  not  at  any  meet- 
ing which  he  attended  any  understanding  or  agreement 
reached  fixing  prices ;  that  definite  prices  were  sometimes 
announced;  that  as  a  general  proposition  they  were 
rather  frank  in  expressing  to  each  other  what  their  ideas 
of  prices  were  and  what  they  were  asking  for  material 
at  that  time;  that  there  were  at  times  differences  of 
opinion;  that  when  they  left  the  meetings  as  a  general 
thing  the  prices  were  found  to  be  approximately  the 
same  but  that  they  never  adhered  to  the  same  price ;  that 
it  was  the  option  of  each  man  to  fix  his  own  price  and 
he  usually  exercised  that  option  to  a  certain  extent,  de- 
pending on  market  conditions  (R,  XXVII,  11689-90). 

On  being  asked  whether  before  the  meeting  broke  up 
they  made  an  announcement  as  to  what  would  be  the 
price  he  answered : 

"I  do  not  know  exactly  what  you  mean  by  'an- 
nounce.' We  made  no  agreement  nor  did  we  agree 
to  maintain  or  sustain  any  particular  price.  We 
would  discuss  what  prices  we  were  charging  and 
what  we  thought  ought  to  be  the  price.  Some- 
times I  thought  a  lower  price  ought  to  be  the  price, 
and  at  other  times  I  thought  the  price  ought  to  be 
higher  than  others.  If  I  could  not  persuade  others 
to  come  to  my  price,  I  had  to  come  down  or  get 
out  of  the  market,  which  we  did  sometimes  tem- 
porarily" (K.,  XXVII,  11690). 

In  G.  E.  II,  517  to  534,  G.  E.  Ill,  944-6,  and  E.,  XIV, 
5705  to  5715,  occur  very  lengthy  extracts  from  the 
minutes  of  the  Carnegie  Steel  Company  during  the  period 
of  the  Gary  dinners,  in  which  is  found  a  running  com- 
mentary by  Mr.  Bope  on  the  general  business  conditions 
and  the  competitive  situation  in  the  Carnegie's  products 
from  week  to  week. 

Dinner  of  December  10,  1908. 
This  dinner  appears  to  have  been  largely  social  and 
reminiscent.     Judge  Gary  delivered  an  address  in  which 
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he  reviewed  the  Gary  dinner  movement  and  described 
its  purpose  and  accomplishments  as  follows : 

"What  is  this  movement,  and  np  to  date  what 
have  been  its  results?  The  movement  has  been 
simply  an  effort  on  the  part  of  those  interested 
in  the  iron  and  steel  industry  to  establish  a  basis 
of  friendly  association  and  intercourse  which  is 
calculated  to  enable  each  to  obtain  full  knowl- 
edge concerning  the  affairs  of  all  the  others  and 
the  beneficial  results  which  naturally  follow  such 
knowledge.  In  other  words,  to  expose,  for  the 
benefit  of  all,  the  individual  action  of  each  so  that 
every  one  having  a  disposition  to  act  reasonably 
and  fairly  toward  his  neighbors  may  determine  his 

course  with  full  information  of  all  the  facts. 
****** 

"I  think  I  represent  the  views  of  all  present  in 
saying  we  have  never  doubted  the  propriety  or 
legality  of  our  action  because  we  knew  our  mo- 
tives were  good.  We  have  never  intended  to  an- 
tagonize the  laws  of  the  country,  or  the  rights  and 
interests  of  any  one.  We  have  occasionally  read 
published  criticisms  of  our  movement  on  the 
ground  that  there  was  a  combination  or  an  agree- 
ment in  restraint  of  trade;  an  agreement,  express 
or  implied,  to  maintain  prices,  to  restrict  output, 
or  to  divide  territory.  But  the  fault  lies  in  the  un- 
justified assumption  of  fact.  As  I  understand,  it 
is  not  improper  for  competitors  to  meet  and  with- 
out reserve  furnish  full  information  and  express 
opinions  concerning  the  business  affairs  of  all, 
provided  they  are  not  acting  under  an  agreement, 
express  or  implied.  It  is  not  wrong  even  though 
any  or  all  may  be  influenced  regarding  any  par- 
ticular business,  nor  even  though  the  result  may 
be  to  prevent  radical  and  unreasonable  changes 

in  prices. 

****** 

"In  connection  with  the  movement  under  con- 
sideration we  have  had  no  agreement  in  restraint 
of  trade,  express  or  implied.  We  have  never  in- 
tended nor  resorted  to  any  evasion,  and  the  public 
has  been  accurately  informed  concerning  our 
action. 


Digitized  by  Microsoft® 


338 


"As  to  the  results  of  our  efforts  to  co-operate 
there  is,  I  think,  no  reasonable  doubt  they  have 
been  of  great  benefit.  The  prices  of  the  different 
manufacturers  have  not  been  uniform,  and  the 
prices  of  each  have  fluctuated  more  or  less  from 
time  to  time.  Some  manufacturers  have  not  been 
as  considerate  of  the  interests  of  others  as  they 
ought  to  have  been.  Perhaps  all  of  us  have  been 
influenced  by  motives  of  selfishness.  But  I  do  not 
hesitate  to  say  our  movement  has  prevented  wide 
and  sudden  fluctuations,  destructive  competition, 
disaster  and  failure  to  manufacturers  and  their 
customers,  reduction  of  wages  and  idleness  on  the 
part  of  employes,  all  of  which,  except  for  our  ef- 
forts, would  have  been  certain"  (Defendants'  Ex- 
hibit 59,  D.  B.  II,  243-44). 

Meeting  of  February,  1909. 

Judge  Gary  said  that  this  was  not  a  dinner,  but  a 
meeting  called,  he  thought,  by  some  one  other  than  him- 
self;  that  the  only  difference  between  that  meeting  and 
the  others  was  that  he  decided,  and  so  announced,  that 
his  companies  would  not  co-operate  in  the  sense  they  had 
been  co-operating ;  that  they  did  not  care  to  meet  and  give 
to  the  others  information  as  to  exactly  what  they  were 
doing,  what  their  orders  were,  and  where  they  were,  or 
any  other  information  about  their  business.  He  said  they 
had  reached  a  period  when  it  was  perfectly  evident  that 
there  was  a  disposition  on  the  part  of  everybody  outside 
of  his  companies  to  do  just  exactly  as  they  pleased,  that 
is,  to  publish  one  price  and  sell  at  another;  that  there 
was  a  disposition  on  the  part  of  many  of  the  small  manu- 
facturers to  keep  their  mills  running  full  regardless  of 
price,  in  other  words  to  get  back  to  a  kind  of  business 
which  had  been  in  vogue  many  years  before;  that  it  ex- 
tended to  the  large  manufacturers,  until  his  companies 
ascertained  that  they  were  the  only  ones  who  were  really 
selling  at  the  prices  at  which  they  advertised  they  were 
selling  (R.,  XII,  4901-3).  He  said  he  made  a  very  frank 
statement  to  his  competitors  in  regard  to  this,  hoping 
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some  of  them  would  deny  it,  but  getting  no  denial  from 
any  one,  he  simply  said : 

"Gentlemen,  I  must  withdraw  from  any  meet- 
ing at  which  I  am  expected  to  tell  you  anything 
about  our  business,  and  we  will  go  alone.  That  is 
all.  We  will  make  our  prices  to  our  customers, 
and  we  will  do  exactly  as  we  please,  and  we  will 
try  to  get  about  our  fair  share  of  business"  (R., 
XII,  4903). 

On  being  asked  whether  the  Steel  Corporation  ever  had 
two  prices,  one  open  and  the  other  secret,  he  answered: 
"No,  not  so  far  as  I  knew,  and  certainly  not  by  au- 
thority." He  said  the  practice  was  quite  the  contrary 
with  the  Corporation's  competitors ;  that  of  course  it  was 
not  so  bad  at  the  beginning,  but  had  gotten  worse  and 
worse,  and  had  gotten  to  a  point  where  the  Corporation 
was  not  getting  anything  like  its  fair  share  of  the  busi- 
ness; very  much  below  it,  and  they  had  stood  it  as  long 
as  they  could  consistently.  He  said  that  in  the  meantime 
their  customers  who  were  loaded  up  at  the  time  of  the 
panic  had  disposed  of  their  stocks  at  fair  prices  and  con- 
ditions were  entirely  changed;  that  the  panic  was  gone 
and  money  was  plentiful  he  thought  (R.,  XII,  4904). 

Mr.  Bope  testified  that  in  February,  1909,  there  was 
quite  a  radical  change  from  the  conditions  that  had  pre- 
viously prevailed ;  that  this  came  about  through  instruc- 
tions received  from  Mr.  Corey  that  he  (Bope),  was  at 
liberty  to  meet  any  competitive  conditions  that  he  found ; 
that  prior  to  that  time,  under  instructions  received  from 
Mr.  Corey  in  the  early  part  of  1908,  his  company  had  been 
exercising  more  or  less  restraint  so  as  not  to  tend  to 
any  demoralization  in  the  market  (B.,  XXVII,  11464-5). 

The  Government  offered  in  evidence  the  minutes  of 
a  meeting  of  the  Carnegie  Company  held  February  22, 
1909  (G.  E.,  II,  533),  which  records  a  statement  by 
Mr.  Bope  as  follows: 

"As  a  matter  of  record,  it  is  in  order  to  say 
that  during  the  week  the  Corporation  decided  to 
cut  loose  entirely  from  the  policy  of  co-operation, 
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and    prices    today    on    all    products    excepting 
standard  rails  are  absolutely  open. 

"The  first  effect  of  this  was  to  eliminate  the 
jobbers  to  whom  we  have  been  giving  a  concession 
in  price;  it  enables  us  to  say  to  these  people  that 
by  the  action  taken  their  contracts  are  practically 
annulled.  It  throws  open  the  field  of  salesman- 
ship, and  is  going  to  give  the  Corporation  the  op- 
portunity, it  seems  to  me,  it  has  always  been  en- 
titled to,  but  has  never  taken,  by  reason  of  its 
size,  the  distribution  of  its  plants  and  the  value 
of  its  organization.  It  will  allow  us  to  play  the 
game  as  it  ought  to  be  played,  to  give  the  proper 
consideration  to  the  concerns  which  give  us  the 
large  tonnages,  so  that  they  with  their  large  in- 
vestments may  do  business  on  a  remunerative 
basis.  The  small  buyer  will,  of  course,  be  treated 
fairly,  but  he  is  not  entitled  to  receive  the  same 
consideration  as  the  very  large  buyer." 

Mr.  Bope  was  asked  what  he  referred  to  in  his  state- 
ment as  the  "policy  of  co-operation.''  He  answered:  "A 
policy  of  self-restraint  to  prevent  demoralization  in  the 
market  in  a  very  inactive  period  of  business.''  He  said 
that  the  Carnegie  Company  pursued  this  policy  during 
1908;  that  he  and  the  sales  managers  of  the  other  sub- 
sidiaries pursued  it,  and  that  in  some  degree  their  com- 
petitors pursued  it.  He  said  that  he  did  not  in  his  state- 
ment have  reference  to  co-operation  among  the  manufac- 
turers of  any  other  kind  than  this ;  that  he  had  not  up  to 
the  time  he  made  the  statement  any  knowledge  or  informa- 
tion of  any  co-operative  movement  except  of  the  kind  men- 
tioned, nor  any  knowledge  or  information  of  any  co- 
operative movement  among  the  manufacturers  at  any 
time  subsequent  to  the  abandonment  of  the  pools  which 
involved  agreements  for  either  fixing  or  maintaining 
prices.  On  being  asked  what  he  meant  by  the  re- 
mark that  "prices  to-day  on  all  products  excepting  stand- 
ard rails  are  absolutely  open,"  he  answered:  "I  meant 
by  that  that  all  restraints  under  which  we  had  been 
exercising  ourselves  were  removed;  that  I  had  received 
instructions  from  my  superior  officers  to  meet  conditions 
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as  I  found  them."     He  said  that  prices  on  all  these 
products  had  theretofore  been  open  in  the  sense  that 
each  manufacturer  was  free  from  any  agreement  or  un- 
derstanding with  his  competitors  which  would  prevent 
him  from  fixing  such  prices  as  he  chose,  but  that  they 
had  not  been  open  since  the  Corporation  was  formed 
in  the  sense  in  which  they  were  open  before  that  time; 
that  in  the  Carnegie  practice  they  went  out  to  get  busi- 
ness regardless  of  whom  they  hurt  or  how  they  got  it; 
that  it  was  Mr.  Carnegie's  policy  to  run  full  regardless, 
and  that  there  was  no  consideration  of  the  live  and  let 
live  policy  adopted  by   the  Corporation  as  its  motto 
after  its  formation.     On  being  asked  what  he  meant 
by  the  statement  that  the  field  was  thrown  open  to  sales- 
manship, and  that  the  new  policy  was  going  to  give  the 
Corporation  the  opportunity  it  seemed  to  him  it  had  al- 
ways been  entitled  to  but  had  never  taken,  he  answered 
that  he  thought  the  Corporation  had  a  great  power  with 
regard  to  the  sale  of  its  products  which  it  had  never  exer- 
cised; that  he  was  still  imbued  with  the  old  Carnegie 
ideas,  and  thought  the  Corporation  ought  to  use  its  power 
more  largely  to  secure  business — to  be  more  aggressive 
(E.,  XXVII,  11485-8). 

Mr.  Bope  said  that,  having  received  from  Mr.  Corey 
the  authority  mentioned  above,  he  went  after  business; 
that  he  instructed  the  selling  force  to  canvass  the  en- 
tire market  very  thoroughly  and  very  fully,  reporting 
promptly  and  in  detail  the  conditions  they  found,  and 
that  they  were  given  instructions  to  meet  those  conditions 
—meet  them  as  to  prices,  delivery,  quality — anything  that 
was  necessary  to  take  the  business  (R.,  XXVII,  11488). 
He  confirmed  a  report  in  the  Carnegie  minutes  of  March 
8,  1909,  which  showed  a  large  increase  in  orders  (E., 
XXVII,  11489-90).  Also  a  report  made  by  him  at  the 
meeting  of  March  15,  1909,  as  follows: 

"Nearly  everything  placed  in  the  past  week  was 
taken  by  us,  and  the  eastern  mills  are  already  feel- 
ing very  keenly  the  effects  of  the  open  market. 
Worth,  according  to  our  advices,  has  taken  off  two 
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more  furnaces,  having  in  operation  today  only  four 
out  of  sixteen,  and  Lukens  has  only  three  running 
out  of  sixteen.  Bethlehem  has  already  withdrawn 
from  the  west  because  they  cannot  meet  Illinois' 
prices  on  account  of  the  freight.  The  pace  has 
been  pretty  fast"  ( E.,  XXVII,  11491 ) . 

Also  a  report  made  by  him  to  the  meeting  of  March 
22nd,  1909,  as  follows: 

"In  general  the  business  that  has  been  placed 
has  largely  come  to  us.  The  other  mills  seem  to 
think  that  the  pace  we  are  setting  is  a  little  too 
fast  for  them,  although  here  and  there  we  still 
find  pretty  sharp  competition"  (R.,  XXVII, 
11492). 

Similar  reports  were  made  by  him  to  the  directors 
from  time  to  time  (G.  E.,  II,  534-546).  On  Septem- 
ber 6th  he  reported  that  they  were  running  103.11 
per  cent,  of  their  normal  capacity.  On  October  11th, 
he  reported  that  there  was  no  let-up  whatever  in 
the  manner  in  which  orders  were  coming  in;  that  last 
month  they  broke  all  records  in  booking  228,000  tons  of 
bars,  but  that  in  October  to  date  they  had  booked  at  the 
rate  of  over  10,000  tons  per  day,  which  rate,  if  main- 
tained, would  run  over  250,000  tons  for  the  month,  or 
more  than  twice  as  much  as  they  could  produce;  that 
the  same  thing  really  applied  to  all  their  other  bureaus ; 
that  they  had  750,000  tons  of  orders  to  roll,  backed  up 
by  2,700,000  tons  of  contracts  (R.,  XXVII,  11494). 

On  November  15th  he  reported  that  they  had  951,000 
tons  of  business  actually  on  their  books,  which  he  char- 
acterized as  a  tremendous  tonnage,  and  all  bona  fide  (R., 
XXVII,  11494-5). 

He  said  that  his  company  maintained  to  the  end  of 
the  year  the  pace  which  he  spoke  of  as  having  been  set 
in  the  early  part;  that  they  omitted  no  legitimate  means 
to  take  business  and  that  to  the  best  of  his  knowledge 
the  sales  agents  of  the  other  subsidiaries  were  imbued 
with  the  same  spirit  and  pursued  the  same  pace. 
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When  asked  how  they  came  out  at  the  end  of  the  year 
as  the  result  of  this  strenuous  campaign  for  business  he 
answered:  "It  was  quite  a  disappointment."  He  said 
that  the  Carnegie's  principal  products  were  plates,  struc- 
tural shapes,  bars  and  rails;  that  they  gained  about  4 
per  cent,  in  bars,  just  held  their  own  in  shapes,  and  lost 
a  little  over  3  per  cent,  in  plates.  On  being  asked  how  he 
accounted  for  this  result  he  said  that  the  Corporation's 
competitors  had  taken  more  business  than  it  was  sup- 
posed they  were  getting  and  that  it  was  evident  that  the 
pace  had  not  been  too  strenuous  for  them  after  all.  He 
said  that  he  had  employed  every  legitimate  means  known 
to  salesmanship  to  get  business,  and  that  whatever  his 
previous  views  were  he  had  not  thought  since  1909  that 
the  Corporation  had  the  power  to  put  its  competitors  out 
of  business  (E.,  XXVII,  11495-7). 

Dinner  of  January  11,  1911. 

Judge  Gary  says  that  at  this  dinner  all  the  addresses 
were  taken  down  and  that  he  had  them  printed  and  dis- 
tributed without  giving  the  speakers  any  opportunity  to 
correct  them  (R.,  XII,  4908).  These  addresses  speak  for 
themselves  and  will  be  found  in  G.  E.,  IV,  1384. 

Meetings  of  Certain  Manufacturers  After  February, 

1909. 

Several  witnesses  testified  to  meetings  of  parties 
engaged  in  the  steel  industry  after  February,  1909. 

Mr.  Benner  testified  that  he  did  not  remember  any 
meetings  after  February,  1909,  until  in  the  summer  or  fall 
of  1910,  when  he  attended  a  meeting  in  the  office  of  Jones 
&  Laughlin  of  Pittsburgh,  at  which  representatives  of  Re- 
public, Jones  &  Laughlin,  Lackawanna  and  Pennsylvania 
were  present.  (It  appears  that  none  of  the  repre- 
sentatives, however,  were  the  same  men  who  had  acted  on 
the  Gary  dinner  committees.)  Mr.  Benner  said  that  at 
the  time  of  this  meeting  there  was  another  depression  of 
business.     Matters  were  talked  over,  but  no  announce- 
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ments  of  prices  were  made.  He  did  not  recollect  any 
further  meetings  (E.,  VI,  2506-7). 

Mr.  Campbell  of  the  Youngstown  Sheet  &  Tube  Co.  tes- 
tified that  he  thought  the  meetings  of  manufacturers  con- 
tinued until  1911,  but  he  did  not  know  the  exact  date,  but 
that  for  perhaps  the  last  year  these  meetings  were  held, 
the  subsidiary  companies  of  the  Steel  Corporation  were 
not  represented.  He  did  not  state  what  other  companies 
were  represented  at  the  later  meetings  (R.,  V,  1861-2). 

Mr.  Crawford  of  the  McKeesport  Tin  Plate  Co.,  after 
testifying  to  attending  committee  meetings  in  1908  during 
the  Gary  dinner  movement,  was  asked  by  counsel  for  the 
Government : 

"How  long  did  these  meetings  continue?  Down 
to  what  period?  I  do  not  mean  the  exact  date; 
but  what  year  about ;  about  what  time? 

"A.  I  rather  think  they  continued  along  until 
1910."  (R.,  V,  1780). 

Mr.  Follansbee,  when  asked  whether  at  any  time  or 
times  within  recent  years  he  had  attended  meetings  of 
men  engaged  in  the  manufacture  of  tin  plate,  answered, 
"During  the  years  1908,  1909  and  part  of  1910,  I  think." 

He  stated  that  the  frequency  of  these  meetings  differed 
in  different  years.  They  might  have  been  held  twice  a 
year,  or  in  some  years,  three  times  a  year.  There  was  no 
stated  time.  Sometimes  they  were  within  two  or  three 
weeks  after  the  Gary  dinners,  and  at  other  times  he  did 
not  know  that  a  Gary  dinner  had  anything  to  do  with 
bringing  it  about  (R.,  V,  1804-5) . 

At  all  of  the  meetings  the  matter  of  prices  was  in 
consideration,  the  general  financial  condition,  prices  of 
raw  materials,  and  announcements  were  made  as  to  prices 
by  the  different  gentlemen  present,  but  they  did  not 
always  believe  such  announcements  would  be  carried  out, 
because,  among  many  manufacturers,  conditions  differ- 
ing with  some  of  them,  they  felt  they  would  be  justified  in 
cutting  the  price,  and  if  a  mill  was  very  dull  and  they  felt 
that  other  mills  were  not  as  dull  as  they  they  would  cut 
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prices  to  run  more  of  their  plant ;  and,  some  of  them  being 
short  of  money  would  cut  prices  to  sell  goods  (R.,  V, 
1808-9). 

Mr.  Worth  testified  that  producers  of  plate  met  from 
time  to  time  at  different  places  and  discussed  conditions, 
and  said  that  he  recalled  one  meeting  at  the  Duquesne 
Club  in  Pittsburgh  two  or  three  years  before  the  date  he 
testified,  which  was  May,  1912 ;  that  he  did  not  think  that 
these  meetings  were  any  part  of  the  Gary  dinner  move- 
ment ;  that  conditions  of  the  order  books  of  the  mills  were 
discussed  at  these  meetings;  prices  were  also  discussed, 
but  there  was  no  understanding  that  these  men  were  posi- 
tively going  to  keep  the  prices  announced  in  the  meeting. 

"The  understanding,  I  think,  was  usually  that 
if  a  man  made  a  statement  that  he  would  probably 
be  able  to  sell  at  a  price  he  would  likely  maintain 
that  price  until  conditions  changed.  Of  course,  the 
next  day  there  might  be  a  very  vast  change  of 
conditions"  (R.,  Ill,  1346-8). 

Mr.  Davis  testified  to  attending  certain  sheet  and 
tin  plate  meetings  which  began  in  1907  or  1908. 
Some  of  these  meetings  were  held  within  a  week  or  ten 
days  after  the  Gary  dinners  (R.,  II,  559-60,  564)  ;  and 
when  asked  how  long  since  the  last  meeting  occurred  re- 
plied, about  eighteen  months;  that  it  might  have  been  a 
little  longer  than  that,  or  a  month  or  two  less  (R.,  II, 
576).    His  testimony  was  given  in  May,  1912. 

Mr.  Haines,  of  Jones  &  Laughlin,  after  saying  that  he 
knew  of  the  Gary  dinner  committees  in  1907  and  1908, 
but  did  not  attend  any  of  them,  was  asked  whether  he 
attended  any  committee  meetings  in  1910,  and  said  that 
he  would  call  them  meetings  of  consultation.  He  men- 
tioned a  number  of  men  representing  different  producers 
who  attended  structural  steel  meetings,  including  the 
Carnegie  Steel  Co.  [none  of  them  were  members  of  the 
structural  steel  committee  appointed  in  connection  with 
the  Gary  dinner  movement] ;  that  he  heard  individual 
representatives  of  companies  say  that  they  did  not  expect 
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to  go  below  a  certain  price  that  they  might  name;  that 
he  thought,  although  he  did  not  remember,  that  fre- 
quently a  majority  of  the  representatives  would  name  the 
same  price  that  they  did  not  expect  to  go  below;  that 
at  various  meetings  there  were  criticisms  of  what  were 
termed  foolish  prices  that  had  been  made  by  some  of  the 
producers.  By  foolish  prices  he  meant  prices  that  would 
be  way  below  any  so-called  market  price  that  might  be 
quoted  in  the  papers  as  an  evidence  of  the  market  price 
(B.,  XX,  8036-8). 

Drastic  Seduction  in  Prices  by  Bepublic  in  1911. 

Mr.  Topping,  Chairman  of  the  Board  of  the  Bepublic 
Iron  &  Steel  Co.,  called  by  the  Government,  testified  that 
about  May  21,  1911,  the  Bepublic  published  broadcast 
through  the  Press  Association  an  announcement  of  a  re- 
duction [$3  per  ton]  in  its  prices  of  steel  bars,  this  being 
its  principal  product  at  that  time;  that  at  a  meeting  of 
the  directors  of  the  American  Iron  &  Steel  Institute,  of 
which  he  was  one,  he  stated  to  Judge  Gary  and  a  number 
of  other  manufacturers  who  were  present,  that  the  reduc- 
tion would  be  made  the  following  day,  and  immediately 
gave  the  information  to  the  press  for  the  purpose  of 
notifying  all  of  the  less  important  manufacturers  (B., 
II,  679-81,  725-7) ;  that  such  a  reduction  in  price  by  one 
manufacturer  under  such  circumstances  would  naturally 
and  necessarilly  bring  down  the  price  that  others  could 
get,  and  that  while  he  had  no  direct  knowledge  as  to  the 
fact,  he  assumed  that  the  other  makers  afterwards 
changed  their  prices  to  meet  those  of  the  Bepublic  (E., 
11,681-2). 

When  asked  what  kind  of  a  notice  he  gave  to  the 
men  present  at  the  Iron  &  Steel  Institute  in  regard  to 
reducing  prices  he  replied : 

"I  stated  to  them  that  I  regarded  competition 
and  the  conditions  of  trade  such  that  it  was  to 
my  interest  to  reduce  the  prices,  and  that  was  what 
I  intended  to  do"  (B.,  II,  739). 
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He  further  stated  that  he  notified  the  other  manu- 
facturers of  this  change,  as  a  matter  of  business  courtesy, 
although  he  was  under  no  obligation  to  do  so  (R.,  II, 
726). 

On  May  29,  1911,  Judge  Gary  gave  a  luncheon  at 
which  there  were  present  fifty  or  sixty  steel  manufacturers 
(R.,  XIV,  5452-3) .  At  this  luncheon  he  made  an  address 
which  is  printed  in  full  as  Defendant's  Exhibit  No.  66 
(D.  E.,  Ill,  296-307) .  On  cross-examination  Judge  Gary's 
attention  was  called  to  a  publication  in  the  Iron  Age, 
under  date  of  June  1,  1911,  concerning  the  luncheon  of 
May  29.  This  article  stated  that  opinions  were  expressed 
that  recent  developments  seemed  to  require  some  change 
in  prices,  and  certain  new  prices  are  named  (R.,  XIV, 
5449-51). 

Judge  Gary  testified  that  after  the  meeting  he  pre- 
pared an  announcement  and  left  it  at  his  office  to  be 
given  to  the  press;  that  this  announcement  as  prepared 
by  him  did  not  contain  the  prices  stated  in  the  Iron  Age 
article;  that  he  was  not  familiar  with  prices,  and  could 
not  have  prepared  that  part  of  the  article,  but  that  he 
did  make  an  announcement  substantially  like  that  re- 
ported with  the  exception  of  the  list  of  prices  (R.,  XIV, 
5452-4). 

As  to  Interlocking  Directorates. 

The  petition  (Art.  XII)  alleges  that  in  addition  to 
pools,  a  more  euphonious,  refined,  but  none  the  less  effect- 
ive, method  came  into  vogue.  It  then  describes  what  it 
terms  "a  system  of  interlocking  directorates  which  em- 
braced almost  the  entire  commercial  and  financial  powers 
of  the  country."  It  names  a  number  of  persons  who  had 
been  at  one  time  or  another  directors  of  the  Steel  Corpora- 
tion and  alleges  that  they  had  also  been  directors  in  a  num- 
ber of  banks,  railroads,  industrial  or  trust  companies. 
It  alleges  that  through  its  directors  thus  distributed  the 
Corporation  is  in  direct  touch  with  all  the  large  railroad 
and  steamship  companies  of  the  United    States,    with 
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such  powerful  concerns  as  the  Standard  Oil  Company, 
the  Pullman  Company,  the  International  Harvester  Com- 
pany, and  the  Western  Union  Telegraph  Company,  and 
with  the  overwhelming  majority  in  money  and  power  of 
the  banks  and  trust  companies  of  the  United  States.  It 
asserts  that  "the  power  and  control  that  have  been  ex- 
erted by  the  Corporation,  largely  through  the  grasp  of 
its  tentacles  thus  thrown  out  upon  the  consumer,  compe- 
titors and  capital,  is  incompatible  with  the  healthy  com- 
mercial life  of  the  nation"  (Pet.,  pp.  62-4). 

The  answer  admits  that  the  various  directors  of  the 
Steel  Corporation  mentioned  in  the  petition  were  direc- 
tors in  other  companies  as  therein  stated.  It  denies  that 
under  the  policy  of  the  Steel  Corporation  or  otherwise 
there  has  grown  up  any  community  of  interest  among 
the  steel  makers  and  others,  or  any  power  to  influence 
action  to  a  common  purpose,  or  that  there  has  come  into 
existence  any  system  of  interlacing  of  directorates  among 
said  interests.  It  avers  that  the  stockholders  of  the 
Steel  Corporation  and  of  each  and  every  other  corpora- 
tion referred  to  in  Article  XII  of  the  petition  elect  their 
directors  with  a  view  to  the  fitness  of  such  directors  for 
the  service  of  the  corporation  to  which  they  are  elected, 
and  without  regard  to  their  membership  on  any  other 
board.  It  further  avers  that  no  person  has  ever  been 
elected  to  the  directorate  of  the  Steel  Corporation  on 
account  of  his  connection  with  any  other  corporation  in 
any  capacity  whatever.  It  denies  that  through  its  di- 
rectors the  Steel  Corporation  is  in  touch  with  any  or  all 
of  the  large  railroad  and  steamship  companies  of  the 
United  States,  or  with  the  Standard  Oil  Company  or  the 
other  companies  named  in  the  petition,  or  with  any  bank 
or  trust  company,  in  any  such  manner  as  to  create  any 
possibility  of  the  exercise  of  any  power  or  control  over 
those  companies  or  over  trade  or  commerce.  It  also  de- 
nies that  the  Steel  Corporation  has  through  such  inter- 
locking directorates,  or  in  any  other  manner,  acquired, 
or  attempted  to  acquire,  improper  or  illegal  power  or 
control  over  the  consumers  of  its  products,  or  over  trade 
or  commerce  in  general  (Ans.,  pp.  42-3). 
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Government  Exhibit  423  (G.  E.,  XI,  2531-53)  gives 
a  partial  list  of  the  persons  who  have  served  on  the  board 
of  the  Steel  Corporation  since  its  formation,  and  the 
names  of  other  corporations  on  whose  boards  they  have 
also  served,  together  with  the  dates  of  such  service.  It 
shows  that  in  a  large  majority  of  instances  these  persons 
were  elected  directors  of  the  Steel  Corporation  before 
they  were  elected  on  the  boards  of  the  other  corpora- 
tions.    Thus : 

H.  C.  Frick  is  credited  with  thirteen  additional  di- 
rectorates, to  every  one  of  which  he  was  elected  a  year 
or  more  after  his  election  as  a  director  of  the  Steel  Cor- 
poration. 

E.  C.  Converse  is  credited  with  sixty-three  additional 
directorates,  but  had  only  twenty-three  when  he  was 
elected  a  director  of  the  Steel  Corporation. 

Norman  B.  Ream  is  credited  with  forty-one  additional 
directorates,  to  all  but  eight  of  which  he  was  elected  a 
year  or  more  after  his  election  as  director  of  the  Steel 
Corporation. 

George  W.  Perkins  is  credited  with  twenty-five  addi- 
tional directorates,  to  only  four  of  which  he  was  elected 
before  his  election  as  a  director  of  the  Steel  Corporation. 

Charles  M.  Schwab  is  credited  with  fifty-one  addi- 
tional directorates,  to  only  two  of  which  he  was  elected 
before  his  election  as  a  director  of  the  Steel  Corpora- 
tion, and  these  two  were  subsidiaries  of  that  corpora- 
tion. 

Peter  A.  B.  Widener  is  credited  with  thirty-one  ad- 
ditional directorates,  but  at  the  times  of  his  election  as  a 
director  of  the  Steel  Corporation  had  only  five  others. 

Percival  Roberts,  Jr.,  is  credited  with  twelve  addi- 
tional directorates.  He  held  five  of  these  at  the  time 
of  his  election  as  a  director  of  the  Steel  Corporation  in 
1901.  He  retired  from  the  Steel  Corporation  and  all  the 
others  except  the  Philadelphia  National  Bank  in  1902. 
At  the  time  of  his  re-election  as  a  director  of  the  Steel 
Corporation  in  1909  he  does  not  appear  to  have  been  a 
director    in    any    other    corporation    except   the   Phila- 
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delphia  bank,  although  other  evidence  shows  that  he  was 
then  a  director  of  the  Pennsylvania  Eailroad. 

William  H.  Moore  is  credited  with  thirty-five  addi- 
tional directorates,  to  ten  of  these  he  was  elected  be- 
fore his  election  as  a  director  of  the  Steel  Corporation. 
From  four  of  the  ten  he  retired  before  that  event.  The 
remaining  six  were  four  subsidiaries  of  the  Steel  Corpora- 
tion, a  paper  bag  company,  and  a  flavoring  extract 
company. 

Samuel  Mather  is  credited  with  thirty  additional  di- 
rectorates, from  twenty-seven  of  which  he  had  retired 
before  his  election  to  the  Board  of  the  Steel  Corporation 
At  the  time  of  his  election  to  the  Steel  Board  he  was  a 
director  in  only  one  other  corporation. 

Daniel  G.  Reid  is  credited  with  twenty-nine  addi- 
tional directorates,  to  only  five  of  which  he  was  elected 
before  his  election  to  the  Steel  Board.  Of  these  five  all 
but  one  were  subsidiary  to  the  Steel  Corporation. 

E.  H.  Gary  is  credited  with  seventy-one  additional 
directorates.  He  was  elected  to  all  of  these  except  ten 
after  his  election  to  the  Steel  Board.  Of  the  ten  all  were 
subsidiary  to  the  Steel  Corporation  except  three. 

Robert  Winsor  is  credited  with  thirty-three  additional 
directorates,  to  all  of  which  he  appears  to  have  been 
elected  after  his  election  to  the  board  of  the  Steel  Cor- 
poration. 

Nathaniel  Thayer  is  credited  with  thirty-three  addi- 
tional directorates.  He  was  elected  to  all  of  these  a  year 
or  more  after  his  election  to  the  Steel  Board  save  two. 
From  these  two  he  retired  three  years  before  his  election 
to  the  Steel  Board. 

This  Exhibit  also  shows  that  many  of  the  persons 
therein  named  as  directors  of  the  Steel  Corporation  have 
not  served  on  the  board  for  a  number  of  years.  Thus: 
John  D.  Rockefeller  has  not  served  since  1903.  Charles 
M.  Schwab  has  not  served  since  1904.  Marvin  Hughitt 
has  not  served  since  1908,  and  William  E.  Dodge  has  not 
served  since  1901.  Twenty-three  "interlacing  director- 
ates" are  credited  to  Mr.   Dodge,  notwithstanding  his 
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short  service.  They  include  such  corporations  as  the 
American  Museum  of  Natural  History,  the  Metropolitan 
Museum  of  Art,  the  New  York  Trade  School,  the  New 
York  Botanical  Gardens  and  the  Provident  Loan  Society. 
In  the  case  of  Mr.  Dodge,  as  in  most  of  the  others,  the 
count  was  made  up  by  including  directorates  for  upwards 
of  three  years  before  the  Steel  Corporation  was  formed, 
although  a  large  number  of  them  had  then  expired. 

The  Government  offered  in  evidence  a  Carnegie  min- 
ute of  April  30,  1901  (G.  E.,  II,  464),  in  which  Mr.  Bope 
is  credited  with  the  statement  that  he  had  had  a  confer- 
ence with  Mr.  Arnold  of  the  National  Transit  Company, 
relative  to  his  requirements  for  the  remainder  of  the  year ; 
that  he  had  quoted  him  1.60  cents  a  pound,  which  Mr. 
Arnold  had  reported  too  high;  that  Mr.  Arnold  thought 
the  price  should  be  1.35  cents  for  grooved  skelp  and  1.40 
cents  for  the  wider  sizes ;  that  he  personally  thought  these 
prices  too  low,  but  that  knowing  the  connection  of  the 
Standard  Oil  Company  with  the  new  organization,  and 
that  it  was  the  wish  of  President  Schwab  that  these  peo- 
ple be  properly  treated,  he  thought  some  concession,  per- 
haps, should  be  made.  The  minute  records  that  a  dis- 
cussion ensued,  and  that  the  board  agreeing  that  pos- 
sibly some  concession  should  be  made  decided  to  give 
Mr.  Arnold  a  minimum  of  1.50  cents  per  pound. 

The  Government  also  offered  in  evidence  a  number  of 
contracts  for  supplies  made  by  subsidiaries  of  the  Steel 
Corporation  with  companies  having  directors  who  "inter- 
laced" with  the  Steel  Corporation.  Some  of  these  were 
for  long  terms ;  some  were  for  the  entire  requirements  of 
the  contracting  company  at  preferential  rates,  and  sub- 
stantially all  were  for  very  large  tonnages.  These  con- 
tracts were  with  the  American  Can  Company  (G.  E. 
Special,  I,  2)  ;  the  National  Transit  Company  (Standard 
Oil)  (G.  E.  Special,  II,  46-76)  ;  the  American  Locomotive 
Company  (G.  E.,  X,  2509),  and  the  American  Steel  Foun- 
dries (G.  E.,  X,  2493) .  These  contracts  were  of  the  same 
general  character  as  contracts  made  by  the  same  sub- 
sidiaries with  companies  not  having  "interlocking  direc- 

Digitized  by  Microsoft® 


352 

tors."  The  latter  companies  were  the  Crucible  Steel 
Company  (G.  E.,  IV,  1597)  ;  Oliver  Iron  &  Steel  Company 
(G.  E.,  X,  2500)  ;  Pittsburgh  Steel  Company  (G.  E.,  IV, 
1466,  rl471,  1486,  1489,  1493)  ;  Railway  Siteel  Spring 
Company  (G.  E.,  XIII,  2802)  ;  Standard  Steel  Car  Com- 
pany (G.  E.,  X,  2487)  ;  Standard  Tin  Plate  Company 
(G.  E.,  XIII,  2790). 

Mr.  Farrell  testified  that  all  these  were  quantity  con- 
tracts and  would  have  been  made  with  any  other  con- 
sumer desiring  to  contract  for  a  similar  amount.  He 
said  they  were  common  with  the  Steel  Corporation's  com- 
petitors as  well  as  with  the  subsidiaries  (E.,  XI,  4412- 
21) .  Mr.  Corey  referred  to  them  as  "back  log"  contracts, 
which  he  explained  as  long  time  contracts  covering  a 
large  tonnage  that  will  keep  the  mills  going  if  other  busi- 
ness should  fall  off  (R.,  VIII,  2952). 

It  should  be  noted  that  the  series  of  contracts  with 
the  National  Transit  Company  began  before  the  Steel 
Corporation  was  formed  (G.  E.  Special,  II,  46),  and  that 
the  American  Can  Company  series  began  a  year  before 
any  director  of  the  Steel  Corporation  was  elected  on  the 
board  of  the  Can  Company  (G.  E.,  Ill,  962;  G.  E.,  XI, 
2535-6;  2543,  2547). 

No  preferential,  quantity  or  other  special  contract 
was  shown  with  either  the  Pullman  Company,  the  Inter- 
national Harvester  Company  or  the  Western  Union  Tele- 
graph Company. 

Arthur  P.  Bowen,  for  the  last  three  years  director 
of  purchases  for  the  Pullman  Company,  testified  that 
during  that  period  he  has  directed  all  the  purchases  of 
everything  in  steel  for  his  company;  that  it  purchases 
approximately  130,000  to  150,000  tons  a  year;  that  all 
of  its  purchases  are  made  on  a  strictly  competitive  basis ; 
that  his  custom  has  been  to  solicit  quotations  from  the 
different  steel  manufacturers ;  that  these  quotations  have 
varied  over  the  entire  period;  that  competition  for  his 
company's  business  has  been  active  during  the  entire 
period  and  has  been  very  strong  in  the  matter  of  prices 
as  well  as  in  other  ways.     He  said  that  no  one  of  the 
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directors  of  his  company  who  was  also  a  director  of 
the  Steel  Corporation  had  at  any  time,  either  directly 
or  indirectly,  attempted  to  influence  him  in  favor  of  the 
Steel  Corporation  in  giving  out  his  orders,  and  that  his 
answer  would  apply  as  well  to  his  superior  officers;  that 
neither  because  of  solicitations  or  personal  inclination, 
or  for  any  other  reason,  had  he  ever  favored  the  Steel 
Corporation  except  where  it  was  for  the  benefit  of  his 
company  by  reason  of  the  offer  of  a  better  price  or  better 
delivery  or  better  quality   (E.,  XXIII,  9814-8). 

Mr.  Farrell  testified  that  the  International  Harvester 
Company  requires  about  150,000  tons  of  steel  per  annum, 
of  which  a  large  portion  is  produced  by  one  of  its  own 
companies.  He  said  that  only  about  10  per  cent,  of  its 
requirements  had  been  purchased  from  subsidiaries  of 
the  Steel  Corporation,  mostly  the  Illinois  Steel  Com- 
pany; that  in  the  period  between  1903  and  1912  it  pur- 
chased only  56,000  tons  from  the  Illinois  Company;  that 
it  purchased  24,000  tons  in  1903;  nothing  in  1904;  10,000 
tons  in  1905;  nothing  in  1906,  1907  or  1908,  and  about 
1  per  cent,  of  its  requirements  in  1909 ;  that  it  purchased 
from  the  Carnegie  Company  650  tons  in  1903;  nothing 
in  1904,  1905,  1906,  1907  or  1908;  5,200  tons  in  1909; 
nothing  in  1910;  25,000  tons  in  1911,  and  nothing  in 
1912.  He  said  that  during  this  period  the  Illinois  Com- 
pany had  sold  to  competitors  of  the  Harvester  Company 
872,000  tons  (K,,  X,  3777-9). 

Mr.  Joseph  F.  Guffey,  General  Manager  of  the 
Philadelphia  Company,  located  in  Pittsburgh  (the  larg- 
est gas  company  in  the  world),  testified  (R.,  XX,  8093- 
5)  that  Judge  Eeed  is  President  of  the  Philadelphia 
Company,  and  that  he  is  also  a  director  of  the  Steel 
Corporation  and  Chairman  of  the  Board  of  Directors 
of  the  Carnegie  Steel  Company.  He  further  testified 
that  Judge  Reed  had  never  attempted  to  influence  the 
placing  of  the  large  pipe  orders  of  this  Company  with  the 
Steel  Corporation,  and  that  this  "interlocking  directo- 
rate" had  been  of  no  assistance  to  the  Steel  Corporation 
in   getting   the   Philadelphia   Company   business.      The 
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records  of  all  bids  on  large  pipe  orders  of  the  Philadel- 
phia Company  from  1909  down  to  1913  were  offered  in 
evidence  by  the  defendants  (D.  E.,  V,  444-463).  These 
show  that  in  no  case  was  an  order  given  the  Steel  Cor- 
poration, except  where  it  was  the  lowest  bidder.  A  tabu- 
lation showing  tonnage,  cost  and  percentage  of  total  of 
pipe  purchased  from  the  different  pipe  makers  by  the 
Philadelphia  Company  during  the  years  1909-1913  was 
produced  by  Mr.  Guffey  and  put  in  evidence  (P.,  XXIV, 
10223).  These  statements  appear  in  D.  E.,  VII,  611- 
615.  They  show  that  the  highest  percentage  of  ton- 
nage ever  secured  by  the  Steel  Corporation  from  the 
Philadelphia  Company  was  36.86  per  cent,  in  the  year 
1909,  the  lowest  being  in  the  year  1913,  when  less  than 
one-half  of  1  per  cent,  of  the  business  was  secured  by 
the  Steel  Corporation. 

Mr.  James  Bowron,  President  of  the  Gulf  States 
Steel  Company,  testified  (R,  XXV,  10430)  that  the 
financing  of  his  new  company  had  been  largely  done 
through  the  Guaranty  Trust  Company  and  the  Bankers 
Trust  Company  of  New  York  City;  that  two  directors 
of  the  former  and  three  directors  of  the  latter  are  also 
directors  of  the  Steel  Corporation,  but  that  so  far  as 
Mr.  Bowron  was  able  to  see,  none  of  these  Steel  Cor- 
poration directors  has  in  any  way  attempted  to  obstruct 
the  re-organization  of  his  company,  and  he  feels  sure 
that  he  would  have  felt  it  if  any  such  attempt  had  been 
made. 

As  to  the  practice  of  the  Railroads:  No  evidence 
whatever  was  offered  to  show  that  the  Steel  Corporation 
at  any  time  received  any  greater  percentage  of  the  rail 
orders  of  any  railroad  than  its  pro  rata  share  based  upon 
its  freight  tonnages  over  such  railroad.  Judge  Gary 
said  that  it  had  been  discriminated  against  in  this  re- 
spect, particularly  by  the  New  York  Central  (R.,  XII, 
4911). 

Defendants'  Exhibit  120  (D.  E.,  V,  442)  shows  that  the 
total  tonnage  of  rails  purchased  by  the  Pennsylvania 
Railroad  between  1901  and  1913  amounted  to  1,433,491, 
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and  that  of  this  the  Steel   Corporation  was  awarded 
only  331,837  tons. 

The  Government's  witness  Edmund  W.  Mudge,  when 
asked  on  redirect-examination  if  alliances  with  railroads 
might  not  be  of  advantage  to  a  steel  manufacturer,  an- 
swered : 

"The  question  of  prices  on  their  goods  would 
have  more  influence  than  anything  else,  I  should 
imagine,  in  the  heavy  purchases  from  the  railroads. 
I  have  never  yet  found  them  willing  to  give  more 
money  to  one  concern  than  another"  (R.,  VI, 
2417). 

With  respect  to  the  purchase  of  railroad  supplies 
other  than  rails,  the  following  witnesses  were  called  by 
the  defendants: 

1.  Samuel  Porcher,  purchasing  agent  of  the  Pennsyl- 
vania Railroad  since  July  21,  1913,  and  assistant  pur- 
chasing agent  from  March,  1894,  to  July,  1913. 

He  testified  that  all  the  purchases  of  the  Pennsyl- 
vania Railroad  except  steel  rails  are  made  by  his  de- 
partment; that  the  quantity  is  fixed  by  requisition,  and 
the  distribution  of  the  business  and  the  price  are  left 
to  the  purchasing  agent.  He  furnished  a  memorandum 
of  his  purchases,  which  was  offered  in  evidence  as  De- 
fendants' Exhibit  119  ( D.  E.,  V,  441 ) .  It  shows  that  these 
purchases  approximated  170,000  tons  per  year.  He  said 
that  during  the  last  eight  or  nine  years  the  purchases 
have  been  made  on  a  competitive  basis;  that  they  get 
quotations  and  then  tabulate  them  for  comparison;  that 
these  quotations  have  varied  in  price  throughout  the 
whole  period;  that  neither  Mr.  Roberts,  Mr.  Frick  nor 
Mr.  Griscom  (common  directors)  has  at  any  time  at- 
tempted to  influence  him  in  making  his  purchases  in 
favor  of  any  subsidiary  of  the  Steel  Corporation  (R., 
XIX,  7717-24). 

2.  Sydney  B.  Wight,  general  purchasing  agent  of  the 
New  York  Central  Lines  from  April,  1911,  to  April, 
1913;  purchasing  agent  of  the  New  York  Central  Rail- 
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road  from  1907  to  1911,  and  purchasing  agent  of  the 
Michigan  Central  Eailroad  from  1903  to  1907. 

He  testified  that  he  supervised  the  awarding  of  the 
contracts  for  the  new  Grand  Central  station  in  New 
York;  that  there  was  decided  competition  all  the  way 
through.     He  named  a  number   of  companies  bidding 
on  the  work.    He  said  that  the  contracts  were  awarded 
in  sections  covering  the  period  from  1908  to  1910;  that 
on    some   sections    one    company    was    lowest,    and    on 
other  sections  other  companies;  that  the  Lackawanna 
Steel    Company    was    the    successful    bidder    on    the 
heavy    sub-structure,    and    that    on    the    superstructure 
the     McClintic-Marshall     Company     obtained     a     part 
and    the    American    Bridge    Company    another    part; 
that  the  south   half  of  the  terminal   was   awarded  to 
the  American  Bridge  Company  because  their  bid  was 
between  |5.  and  f  6.  a  ton  below  that  of  any  other  com- 
pany.    Mr.  Wight  named  a  number  of  companies  from 
which  he  is  in  the  habit  of  inviting  bids  for  general 
supplies.     He  said  that  there  is  competition   for  the 
business  of  his  company,  evidenced  by  variation  in  price 
quotations ;  that  there  is  a  difference  in  the  extent  of  the 
variation  between  times  when  the  mills  are  filled  up  and 
times  when  business  is  poor  and  the  mills  are  anxious 
for  work ;  that  in  the  latter  cases  there  is  quite  a  varia- 
tion in  prices.    On  being  asked  whether  Mr.  Baker,  Mr. 
Morgan  or  Mr.  Bockefeller  (common  directors)  had  ever 
attempted  to  influence  his  action  in  letting  contracts  in 
favor  of  the  Steel  Corporation  or  any  of  its  subsidiaries, 
he  answered,  "No,  sir;  never,"  and  he  made  the  same 
answer  when  asked  whether  any  officer  of  his  company 
had  attempted  at  any  time  to  influence  his  department 
in  favor  of  the  Steel  Corporation   (R.,  XXI,  8566-73). 

3.  John  D.  Landis,  for  sixteen  years  purchasing  agent 
of  the  Philadelphia  &  Reading  Railroad  and  the  Central 
Railroad  of  New  Jersey. 

He  testified  that  in  addition  to  purchasing  for  the 
above  named  companies  he  makes  the  purchases  for  the 
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Philadelphia  &  Reading  Coal  &  Iron  Company  and  the 
Lehigh  &  Wilkes-Barre  Coal  Company,  which  two  com- 
panies produce  about  40  per  cent,  of  the  entire  output 
of  anthracite  coal  in  the  United  States;  that  he  buys 
about  sixty-five  to  seventy  thousand  tons  of  steel  prod- 
ucts a  year;  that  before  letting  his  contracts  he  obtains 
quotations  from  the  different  manufacturers;  that  these 
quotations  vary,  except  that  when  the  mills  are  filled 
up  with  work  there  is  likely  to  be  a  number  of  prices 
the  same ;  that  there  is  keen  competition  among  the  steel 
manufacturers  for  the  business  of  his  companies;  that 
neither  Mr.  Baker,  Mr.  Frick  nor  Mr.  Steele  (common 
directors)  had  ever  attempted  to  divert  to  the  Steel  Cor- 
poration the  business  of  either  of  the  railroads  he  repre- 
sents, and  that  no  directors  or  officer  of  any  of  his  com- 
panies had  at  any  time  attempted  to  induce  him  to 
favor  the  Steel  Corporation  in  awarding  his  orders,  nor 
had  he  ever  favored  it  except  as  it  offered  a  better  price, 
better  delivery  or  better  quality  (R,  XXII,  8871-6). 

4.  Willard  R.  Collins,  purchasing  agent  of  the  Erie 
Railroad  since  1909,  and  assistant  purchasing  agent 
from  1902  to  1909. 

He  testified  that  his  company  buys  its  general  steel 
supplies  mostly  under  annual  contracts;  that  they  ask 
for  quotations  from  the  different  makers  of  materials 
they  use;  that  these  quotations  when  received  have,  gen- 
erally speaking,  varied;  that  they  have  shown  the  least 
variation  when  the  manufacturers  did  not  want  busi- 
ness— when  they  were  up  to  capacity;  that  when  they 
are  not  up  to  capacity  they  compete  very  actively,  and 
that  this  competition  extends  to  price  quotations;  that 
he  had  never  found  any  difficulty  in  obtaining  genuine 
competition  for  the  business  of  his  company;  that  no 
director  or  officer  of  his  company,  from  the  President 
down,  had  ever  attempted  to  influence  him  in  favor  of 
the  Steel  Corporation;  that  he  did  not  know  until  a 
few  days  before  he  testified  that  Mr.  Baker,  Mr.  Steele 
or  Mr.  Ream  were  directors  of  his  company,  and  that 
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favor  of  the  Steel  Corporation  in  the  giving  out  of  his 
orders  (K.,  XXII,  8855-9). 

5.  Harry  S.  Montgomery,  for  eight  years  general 
purchasing  agent  of  the  Lehigh  Valley  Railroad  (R., 
XXII,  8823). 

He  testified  that  his  company  makes  its  purchases 
of  general  steel  supplies  on  a  strictly  competitive  basis; 
that  it  is  his  practice  to  ask  for  quotations  from  the  dif- 
ferent makers  of  steel  and  that  these  quotations  have 
during  the  whole  period  of  his  experience  been  decidedly 
variant;  that  there  were  very  few  things  he  could  think 
of  on  which  he  ever  had  uniform  price  quotations;  that 
his  only  recollection  was  structural  steel  during  the 
boom  year  of  1906-7;  that  then  the  prices  were  pretty 
uniform;  that  when  times  are  dull  and  the  mills  need 
business  they  go  after  it,  just  as  anybody  else  does;  that 
the  question  of  profit  is  not  then  considered  as  it  would 
be  in  good  times.  He  said  that  it  is  his  practice  when 
he  receives  quotations  to  tabulate  them,  and  he  produced 
a  number  of  his  original  tabulations  on  which  his  awards 
were  indicated.  These  were  offered  in  evidence  as  De- 
fendants' Exhibits  146-182  (D.  E.,  VII,  559-609).  He 
said  that  he  found  out  for  the  first  time  the  week  before 
he  testified  that  Mr.  Baker  and  Mr.  Steele  were  directors 
of  his  company;  that  neither  of  these  gentlemen,  nor 
any  other  officer  or  director  of  his  company  had  ever 
attempted  to  influence  him  in  favor  of  the  Steel  Cor- 
poration in  giving  out  his  orders,  and  that  as  a  matter 
of  fact  he  had  never  favored  the  Steel  Corporation  or 
given  them  an  order  except  as  they  offered  a  better 
price,  better  delivery,  or  better  quality  (R.,  XXII,  8826- 
30). 

6.  Lambert  N.  Hopkins,  for  eight  and  one-half  years 
purchasing  agent  of  the  Chicago,  Burlington  and  Quincy 
Railroad  (R.,  XXII,  9064). 

He  testified  that  the  purchases  of  sheets,  bridges,  bars, 
bolts  and  practically  all  kinds  of  miscellaneous  steel  for 
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his  company  are  made  by  himself  absolutely;  that  he 
places  85  per  cent,  to  90  per  cent,  of  his  orders  upon  com- 
petitive bids;  that  as  a  rule  he  sends  out  written  in- 
quiries, but  sometimes  gets  verbal  bids;  that  the  prices 
quoted  ordinarily  vary;  that  neither  Mr.  Baker  nor  Mr. 
Eeam  (common  directors)  had  ever  endeavored,  either 
directly  or  indirectly,  to  influence  his  action  in  placing 
any  order  whatsoever  for  steel  products  of  the  character 
manufactured  by  the  Steel  Corporation  (E.,  XXII, 
9069-70). 

7.  William  A.  Linn,  for  twenty  years  assistant  pur- 
chasing agent  of  the  Chicago,  Milwaukee  and  St.  Paul 
Railroad  (R.,  XXII,  9228). 

He  testified  that  Mr.  Crocker,  the  purchasing  agent, 
practically  retired  two  or  three  years  ago,  and  that  for 
the  last  ten  or  twelve  years  he  has  had  largely  to  do  with 
the  purchase  of  general  supplies  for  his  company.  He 
said  that  in  making  purchases  he  always  obtained  quota- 
tions from  the  various  manufacturers;  that  he  aims  to 
get  figures  from  all  the  important  manufacturers — from 
anybody,  in  fact,  who  will  fill  their  specifications  with 
proper  material  and  is  able  to  quote  prices.  On  being 
asked  whether  these  quotations  come  to  him  uniform  or 
varying  in  price,  he  answered:  "Oh,  they  vary."  On 
being  asked  whether  or  not  there  had  been  competition 
between  the  different  mills  for  the  sale  of  their  products 
to  his  company,  he  answered :  "I  would  judge  there  was 
competition,  due  to  the  fact  that  we  obtained  varying 
figures."  He  says  that  he  is  called  upon  by  the  soliciting 
agents  of  the  different  mills  daily,  weekly  and  monthly — 
right  along;  that  bids  received  are  tabulated,  and  "the 
lowest  bidder  gets  the  business."  He  said  that  he  de- 
termines who  shall  get  the  order,  and  that  there  never 
has  been  any  attempt  on  the  part  of  any  director  or  officer 
of  his  company  at  any  time  to  get  him  to  depart  from  the 
rule  of  letting  contracts  to  the  lowest  bidder,  and  that 
he  acts  in  the  matter  independently  and  entirely  on  his 
own  judgment  (R.,  XXII,  9228-32). 
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8.  Ira  O.  Rhoades,  general  purchasing  agent  of  the 
Southern  Pacific  Company  for  about  nine  years  (R., 
XXVI,  10982). 

He  testified  that  during  the  period  of  his  service  he 
has  bought  everything  for  the  Southern  Pacific  System 
and  their  allied  interests,  except  equipment  and  rails; 
that  they  always  obtain  competitive  bids  every  time  they 
receive  a  requisition ;  that  these  bids  almost  always  vary, 
although  sometimes  they  will  be  about  the  same;  that 
when  the  lowest  bids  happen  to  be  the  same,  they  dicker 
with  the  competitors  and  always  succeed  in  finding  some- 
body who  wants  the  order  bad  enough  to  be  willing  to  cut 
the  price  if  given  a  chance;  that  competition  has  al- 
ways been  very  keen  and  active  except  when  all  the 
mills  are  filled  up  with  orders;  that  then  there  is  some 
let-up ;  that  there  has  never  been  very  close  similarity  in 
the  price  of  steel  products  in  San  Francisco;  that  there 
has  been  a  good  deal  more  similarity  in  prices  of  other 
things  that  are  sold  out  there;  that  about  10  per  cent,  of 
their  orders  for  bars,  shapes,  sheets  and  plates  have  gone 
to  the  Corporation  mills;  that  they  purchased  about  80 
per  cent,  of  their  requirements  for  wire  rope  from  the 
Steel  &  Wire  Company  up  to  six  months  before  the  date 
he  testified,  since  which  time  they  have  obtained  lower 
prices  from  others,  and  have  been  buying  most  of  their 
requirements  elsewhere ;  that  they  have  bought  very  little 
of  their  wire  products  from  the  Steel  &  Wire  Company 
on  account  of  its  prices  being  too  high ;  that  up  to  about 
two  years  ago  they  purchased  hardly  any  tubular  goods 
from  the  National  Tube  Company  because  its  prices  were 
too  high,  but  that  during  the  last  two  years  the  Tube 
Company's  prices  as  a  rule  had  averaged  lower,  and  it 
had  received  about  80  per  cent,  of  his  company's  business; 
that  not  over  from  5  per  cent,  to  10  per  cent,  of  their 
business  on  sheets  had  gone  to  the  Sheet  &  Tin  Plate  Com- 
pany, and  that  on  all  these  articles  their  awards  were 
made  on  competitive  bids  (R.,  XXVI,  10983-90). 
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9.  Frank  D.  Beed,  for  two  and  one-half  years  purchas- 
ing agent  of  the  Rock  Island  Railroad,  and  for  one  year 
previous  assistant  to  the  Vice-President,  Edward  S. 
Moore,  in  charge  of  the  purchasing  and  store  depart- 
ments (R.,  XXVI,  11215). 

He  testified  that  they  invariably  place  their  orders  on 
competitive  bids  on  all  lines;  that  he  frequently  talks 
over  prices,  bids,  etc.,  with  Mr.  Moore,  as  Vice-President 
in  charge  of  the  purchasing  department,  but  that  there 
never  has  been  any  effort  made  by  Mr.  Moore,  or  any 
director  of  the  road,  to  induce  him  to  favor  the  Steel 
Corporation  in  placing  orders  (R.,  XXVI,  11215-20). 

10.  Edward  S.  Moore,  Vice-President  of  the  Rock 
Island  Lines,  in  charge  of  fuel  and  store  purchases  since 
December,  1909  (R.,  XXVI,  11231). 

He  testified  that  he  is  a  son  of  Judge  William  H. 
Moore,  one  of  the  directors  of  the  Steel  Corporation.  On 
being  asked  whether  there  has  at  any  time  been  any  effort 
made  by  his  father,  or  any  other  director  of  his  road,  to 
influence  his  action  in  favor  of  purchasing  from  the  Steel 
Corporation,  or  any  of  its  subsidiaries,  he  answered: 
"None  whatever."  He  said  that  the  purchases  for  his 
road  have  been  made  strictly  on  competitive  bids,  and 
with  absolute  freedom  and  independence;  that  the  pur- 
chasing has  only  been  supervised  by  him  in  a  superficial 
way ;  that  Mr.  Reed  brings  the  bids  to  him  and  discusses 
them  with  him,  but  that  he,  Moore,  has  never  made  any 
changes,  and  that  the  purchases  have  been  made  accord- 
ing to  the  bids  (R.,  XXVI,  11231-2). 

11  and  12.  To  the  same  general  effect  is  the  testimony 
of  Thomas  J.  Powell,  purchasing  agent  of  the  St.  Louis 
and  San  Francisco  Railroad  (R.,  XXVI,  10788)  and 
Harry  F.  Lowther,  assistant  purchasing  agent  of  the  Del- 
aware, Lackawanna  &  Western  Railroad  (R.,  XXVII, 
11541). 

13.  Percival  Roberts,  Jr.,  who  has  been  a  director  of 
both  the  Steel  Corporation  and  the  Pennsylvania  Railroad 
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Company  since  1909,  testified  that  he  had  not,  during  the 
time  he  had  been  a  director  of  both  corporations,  taken 
any  action  or  attempted  in  any  way  to  influence  the 
action  of  either  company  in  connection  with  dealings 
they  might  have  with  each  other;  that  any  such  action 
is  distinctly  prohibited  by  the  by-laws  of  both  corpora- 
tions. He  said  that  he  had  not  used  his  relation  to  the 
two  companies  to  secure  for  either  any  advantage  or  con- 
cession from  the  other,  and  had  never  been  asked  to  do 
so  by  any  person,  and  that  he  had  never  acted  or  taken 
part  in  any  discussion  of  rail,  bridge  or  other  steel  prices 
in  the  Pennsylvania  directorate  since  he  had  been  a 
director  of  the  Steel  Corporation  (E.,  XIII,  4990). 

Mr.  Eoberts  further  said  that  during  the  time  he  had 
served  on  the  boards  of  directors  of  the  two  companies 
with  Messrs.  Frick  and  Griscom  he  had  never  known 
or  heard  of  either  of  them  acting  or  voting  in  any  matter 
as  between  the  two  companies  (E.,  XIII,  4992). 

Competition. 

Petitioner's  Evidence. 

Most  of  the  Government's  evidence  relating  to  com- 
petition was  introduced  with  particular  reference  to 
pools,  associations  and  the  Gary  Dinners  and  subsequent 
committee  meetings.  That  testimony  has  been  abstracted 
elsewhere  in  this  statement  of  the  case  under  the  several 
headings  mentioned  (supra,  pp.  260  to  347). 

In  addition  to  such  evidence  the  Government  called 
Dr.  Francis  Walker,  Deputy  Commissioner  of  Corpora- 
tions since  August,  1912,  and  previous  to  that  date  for 
several  years  an  examiner  in  the  Department. 

He  stated  that  an  investigation  of  the  Steel  Industry 
by  the  Commissioner  of  Corporations  had  been  in  prog- 
ress for  several  years,  and  was  still  incomplete,  although 
two  reports  had  been  issued,  Part  One  about  July  1,  1911, 
and  another  part  in  January,  1912  (E.,  VII,  2604). 

He  said  there  were  two  sources  of  information  gener- 
ally available  to  show  the  movement  of  market  prices  of 
iron  and  steel,  one,  market  quotations  from  reliable  trade 
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journals,  such  as  the  Iron  Age,  and  another,  the  books  of 
the  companies  that  sell  the  products.  He  testified  that 
the  first  source  was  readily  accessible,  but  said  that  the 
second  source  was  not  so  accessible  and  that  it  was  a 
much  more  difficult  matter  to  compile  from  the  books  of 
the  companies  a  table  of  prices  which  would  accurately 
represent  the  general  movement  of  prices  from  time  to 
time.  The  reason  he  gave  for  this  was  the  variation  in 
terms  of  sale,  date  of  delivery,  specifications,  form  and 
size  of  products  and  other  particulars  making  different 
sales  not  readily  comparable. 

Because  he  thus  felt  unable  to  base  his  conclusions 
upon  actual  transactions,  he  made  up  certain  tables,  bas- 
ing them  upon  Iron  Age  quotations,  except  that  he  took 
the  prices  of  rails  and  ore  from  the  reports  of  the  Ameri- 
can Iron  &  Steel  Association  (E.,  VII,  2605-6).  These 
tables,  in  so  far  as  they  affect  the  matter  of  competition, 
are  numbered  Tables  6  and  8  to  25,  inclusive,  and  28  to 
34,  inclusive  (Government  Exhibit,  No.  212,  G.  E.,  V, 
Pt.  1,  1621 ;  Government  Exhibits,  214-31,  G.  E.,  V,  Pt.  1, 
1623-40 ;  and  Government  Exhibits,  234  to  242,  G.  E.,  V, 
Pt.  1,  1643-9). 

In  explanation  of  these  various  tables  Dr.  Walker 
said: 

"In  the  foregoing  list  the  price  tables  which 
were  compiled  from  the  Iron  Age  quotations  were 
taken  from  weekly  quotations  appearing  in  the 
Iron  Age.  These  weekly  quotations  were  averaged 
to  obtain  the  average  monthly  quotations,  and 
the  average  monthly  quotations  were  averaged  to 
obtain  the  average  annual  quotations.  For  some 
products  a  range  of  prices  appeared  in  the  quo- 
tations. For  such  products  I  took  the  lower  of 
the  two  quotations,  the  list  prices  being  regarded 
as  the  price  that  was  generally  obtainable  by  the 
large  and  strong  buyers  who  bought,  generally,  the 
bulk  of  the  commodity. 

Sometimes  quotations  were  missing  in  the  Iron 
Age,  and  in  such  cases  I  pursued  the  usual  sci- 
entific method  of  making  statistical  tables  of 
prices,  of  interpolating  the  price.  These  inter- 
polations, where  they  occur  in  the  tables,  are  noted 
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in  red  ink,  and  marked  as  such.  The  interpola- 
tion in  every  case  was  the  mean  between  the  quo- 
tation of  the  preceding  and  succeeding  months" 
(B.,  VII,  2607-10). 

These  tables  were  each  objected  to  as  irrelevant,  in- 
competent, immaterial  and  hearsay  (E.,  VII,  2612-3). 

Based  upon  the  tables,  certain  diagrams  were  made 
by  the  witness  (G.  E.,  245  to  250,  G.  E.,  V,  Pt.  1,  1652-7), 
who  stated  that  they  were  intended  to  show  in  graphic 
form  what  appears  upon  the  price  tables  (B.,  VII, 
2621-2).  Eef erring  to  Diagram  4  (Government  Exhibit, 
246),  Dr.  Walker  stated  that  when  market  conditions 
are  really  competitive  the  prices  of  iron  and  steel  products 
naturally  fluctuate  from  month  to  month,  and  are  not 
uniform  for  a  long  period  of  months  together.  When 
asked, 

"Where  you  have  over  a  period  of  months  con- 
tinuously a  constant  price,  what  does  that  indicate 
to  your  judgment  as  an  economist  as  to  artificial 
control  of  prices." 

He  replied, 

"For  iron  and  steel  products  here  under  con- 
sideration, that  indicates  quite  positively  that  such 
prices  are  controlled  by  artificial  conditions,  and 
not  by  competitive  conditions"  (B.,  VII,  2634-5). 

And  again,  referring  to  beams,  as  shown  on  the  same 
diagram,  the  witness  said: 

"A  striking  instance  is  found  in  the  period 
from  September,  1905,  to  May,  1908,  a  period  of 
about  two  years  and  three-quarters,  when  the 
prices  remained  at  a  level  of  about  $1.70  a  hun- 
dred weight,  without  change"  (B.,  VII,  2638). 

Speaking  of  the  price  of  steel  bars  as  indicated  on 
the  same  diagram,  the  witness  said  the  indications  were 
that  during  most  of  the  period  from  1895  to  1900  prices 
were  controlled  by  competitive  conditions;  that  a  marked 
difference  appears  in  the  character  of  the  curve  after  the 
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formation  of  the  Steel  Corporation;  that  although  there 
were  four  periods  when  the  price  of  bars  fluctuated  con- 
siderably, there  were  on  the  other  hand  several  periods 
of  a  year  or  more  in  which  bars  were  kept  at  an  abso- 
lutely flat  price  (R.,  VII,  2646-7). 

He  also  called  attention  to  certain  straight  lines  upon 
Exhibit  246,  showing  that  the  price  of  sheets  continued 
uniform  over  periods  in  excess  of  a  year  at  a  time  (E., 
VII,  2652). 

The  witness  having  used  the  expression  that  prices  of 
various  products  had  been  "kept"  at  a  certain  figure  over 
periods  of  time,  was  asked : 

"Q.  Explain  in  what  sense  you  used  the  word 
'kept.' 

"A.  In  reference  to  the  periods  to  which  I  re- 
ferred, in  which  the  prices  remained  constant  for 
a  considerable  length  of  time.  I  meant  to  be  un- 
derstood as  saying,  when  I  used  the  word  'kept' 
that  this  was  a  positive  indication  that  the  prices 
were  fixed  by  artificial  conditions"  (E.,  VII, 
2656). 

On  cross-examination  he  stated  that  the  Department 
obtained  from  four  or  five  of  the  largest  manufacturers 
the  prices  received  for  such  variety  of  their  products  as 
it  chose.  Such  prices  were  obtained  from  the  Steel  Cor- 
poration, Pennsylvania  Steel,  Lackawanna  and  Eepublic 
He  did  not  remember  whether  prices  were  received  from 
Jones  and  Laughlin  or  Cambria.  When  asked  whether 
he  compared  the  Iron  Age  quotations  with  the  prices  re- 
ceived from  the  manufacturers,  he  stated  that  he  did  to  a 
certain  extent.    He  was  then  asked : 

"Q.  Did  you  compare  them  to  an  extent  suffi- 
cient to  find  that  the  prices  gotten  by  the  manu- 
facturers were  not  the  Iron  Age  quotations? 

"A.  We  did  not  believe  they  would  be  exactly 
the  same,  because  they  included  different  grades 
of  goods,  and  not  a  uniform  base  quality,  so  that 
the  prices  would  not  be  the  same"  (E.,  VII, 
2686-7). 
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He  was  further  asked, 

"Q.  Why  did.  you  not  find  out  the  base  price 
actually  gotten  then,  by  these  manufacturers,  for 
billets,  and  compare  that  with  the  Iron  Age  quo- 
tation, to  see  whether  or  not  these  men  got  those 
prices,  and  whether  they  are  unvarying  during  the 
times  you  say  that  the  prices  were  constant?  Why 
did  you  not  do  that? 

"A.  The  prices  are  made  under  so  many  dif- 
ferent conditions  of  terms  of  delivery,  the  time  of 
delivery,  and  the  other  terms,  that  it  might  not  be 
easy  to  get  from  the  companies  the  prices  in  that 
form ;  and  we  did  not  consider  that  that  was  neces- 
sarily the  vital  thing  in  determining  what  the 
course  of  the  market  was.  The  question  was,  what 
was  the  quotation  of  the  market;  what  did  they 
give  as  their  price  from  time  to  time;  did  they 
continually  quote  the  same  price  to  buyers,  or  was 
the  price  changed  every  day,  that  they  quoted. 
That  showed  what  the  tendency  of  the  market  was. 
If  they  were  inclined  to  make  rebates  or  modifica- 
tions of  those  prices  for  different  buyers,  or  under 
different  circumstances,  that  is  another  thing. 
There  are  a  good  many  complications  there — ex- 
port trade,  domestic  trade,  delivery  in  this  market 
or  that  market,  etc."  (E.,  VII,  2688-9). 

When  asked  whether  he  found  any  case  where  for  any 
given  length  of  time  the  price  received  by  these  manufac- 
turers for  billets  agreed  with  the  price  quoted  in  the 
Iron  Age,  he  answered, 

"A.  I  do  not  recollect  now.  It  is  a  long  time 
since  I  have  compared  those  prices." 

When  asked  if  he  would  be  willing  to  say  that  dur- 
ing these  various  periods  when  he  showed  by  his  charts 
and  tables  constancy  of  prices  as  indicated  by  quotations 
from  the  Iron  Age,  there  was  in  fact  constancy  of  prices 
received  by  manufacturers,  he  replied, 

"A.  I  should  not  expect  to  find  absolute  con- 
stancy." 

And  again, 

"I  would  not  expect  that  they  would  show  ab- 
solutely the  same  price"  (R.,  VII,  2689-90). 
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Defendants'  Evidence. 

The  defendants  called  over  200  buyers  of  steel  products 
who  testified  that  there  is  active  competition  between  the 
various  subsidiaries  of  the  Steel  Corporation  and  other 
manufacturers,  and  that  this  competition  has  grown  and 
is  still  growing.  In  addition  to  these  witnesses,  the  de- 
fendant called  officials  and  sales  agents  of  the  Corporation 
and  its  subsidiaries,  and  of  many  of  its  important  com- 
petitors. The  list  of  customer  witnesses  includes  pur- 
chasing agents  of  many  of  the  principal  railroad  systems. 
It  includes  many  merchants,  both  wholesale  and  retail; 
some  whose  trade  covers  the  whole  of  the  country,  others 
who  are  merely  dealers  in  small  towns.  It  includes  manu- 
facturers, purchasing  steel  for  use  in  their  factories  lo- 
cated in  various  parts  of  the  United  States  and  making 
products  of  great  variety,  both  as  to  size  and  character. 
It  includes  engineers,  builders  and  fabricators  who  have 
purchased  steel  for  use  in  the  construction  of  buildings, 
bridges  and  pipe  lines.  Many  of  the  witnesses  are  both 
customers  and  competitors,  purchasing  from  the  Steel 
Corporation  a  portion  or  all  of  their  requirements  of 
semi-finished  steel  and  manufacturing  therefrom  products 
which  are  sold  in  the  market  in  competition  with  the 
finished  products  of  the  Corporation. 

This  list  of  witnesses  on  the  subject  of  competition 
includes  residents  of  every  section  of  the  country.  Many 
of  them  gave  evidence  upon  certain  aspects  of  competi- 
tion which  are  treated  under  other  branches  of  the  case, 
such  as  fairness  of  the  competition  conducted  by  the  Steel 
Corporation,  the  pools  and  associations  formerly  existing 
in  the  business;  the  Gary  dinner  movement;  and  the 
growth  of  competitors  as  compared  with  that  of  the  Cor- 
poration. In  the  following  abstract  attention  will  be 
directed  only  to  the  testimony  in  reference  to  the  ex- 
istence, extent  and  character  of  competition  between  the 
Steel  Corporation  and  its  competitors. 

Owing  to  the  great  number  of  these  witnesses,  the 
statement  of  the  case  would  be  unduly  enlarged  if  we  at- 
tempted to  state  the  testimony  given  by  each  witness. 
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Therefore  we  call  attention,  somewhat  in  detail  to  the 
testimony  of  a  few  of  the  witnesses  who  testified  on  this 
subject  and  annex  as  an  appendix  {infra,  pp.  561  to  571) 
a  table  giving  the  name  and  occupation  of  each  witness 
upon  the  subject  of  competition,  the  pages  in  the  record 
at  which  his  testimony  appears  and  the  different  classes 
of  products  referred  to  therein.  In  addition  to  the  wit- 
nesses upon  this  subject  called  by  the  defendants,  the 
table  includes  a  few  witnesses  called  by  the  Government 
upon  other  branches  of  the  case  who  testified  as  to  com- 
petition, usually  on  cross-examination. 

The  testimony  as  to  prices  of  steel  rails  since  1901 
has  been  analyzed  in  another  portion  of  this  statement 
( supra,  pp.  289  to  301 ) ,  and  is  not  included  here. 

The  evidence  upon  the  subject  of  competition  may  be 
summarized  briefly  as  follows: 

The  witnesses  generally  stated  that  for  years  com- 
petition has  been  maintained  between  the  subsidiaries  of 
the  Corporation  and  other  manufacturers;  that  it  has 
been  active  and  keen ;  that  in  general  varying  prices  have 
been  quoted  by  the  parties  seeking  business.  Some  of 
the  witnesses,  however,  said  that  in  times  of  large  demand 
for  steel  products  this  variation  in  prices  has  been  less 
marked,  and  a  few  testified  that  in  such  times  they  have 
been  quoted  similar  prices  by  the  various  manufacturers. 

Most  of  the  customer  witnesses  limited  their  state- 
ments as  to  varying  quotations  on  structural  steel, 
plates  and  shafting  to  the  period  subsequent  to  the  year 
1904,  when  the  pools  in  such  products  were  dissolved,  and 
as  to  the  wire  products  covered  by  the  Jackson  pools,  to 
the  period  following  the  abandonment  of  them,  but  a  few 
of  the  witnesses  testified  to  varying  quotations  on  these 
various  pooled  products  even  during  the  existence  of  the 
pools. 

Every  witness  representing  competitors  testified  that 
his  prices  had  been  made  independently,  without  agree- 
ment or  understanding  with  the  Corporation  or  any  other 
competitor,  except  during  the  existence  of  the  above- 
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mentioned  pools;  and  a  great  number  of  customer  wit- 
nesses testified  that  they  had  observed  no  indication  of 
any  combination  or  agrement  upon  prices  among  the 
different  competitors  seeking  their  business. 

Various  witnesses  produced  competitive  bids  submit- 
ted, or  tabulations  of  the  same,  which  were  introduced 
as  exhibits,  references  to  which  are  made  at  appropriate 
places  upon  the  tabulation  below  (infra,  pp.  561-9). 

Many  witnesses  testified  that  the  prices  quoted  or 
charged  by  the  Corporation  fluctuated  less  than  those  of 
its  competitors ;  that  as  a  rule  in  active  or  boom  times  the 
Corporation's  prices  range  lower  than  those  of  its  com- 
petitors; and  in  depressed  times,  when  all  the  mills  are 
in  need  of  business,  the  Corporation's  prices  range  higher 
than  those  of  its  competitors ;  that  generally  speaking,  the 
Corporation  has  not  advanced  prices  until  after  they  have 
been  raised  by  competitors,  nor  has  it  lowered  prices  until 
after  they  have  been  reduced  by  other  manufacturers. 

Various  witnesses  stated  that  in  certain  lines,  such 
as  bars  and  pipe,  not  only  has  there  been  competition  be- 
tween the  makers  of  steel  products,  but  also  between  such 
makers  and  the  manufacturers  of  similar  products  made 
from  iron.  Witnesses  who  described  the  competition  in 
the  Pacific  Coast  states,  testified  not  only  to  domestic 
competition,  but  to  that  of  foreign  makers.  They  tes- 
tified that  freight  rates  to  the  Pacific  Coast  from 
European  ports,  such  as  Antwerp,  are  so  much  lower  than 
from  the  Eastern  mills  that  in  certain  lines,  such  as  bars 
and  plates,  the  product  can  be  laid  down  on  the  Pacific 
Coast  several  dollars  a  ton  cheaper  than  from  mills  in 
the  United  States,  although  the  foreign  manufacturer 
ordinarily  receives  a  higher  price  at  his  mill  than  that 
obtained  by  the  American  manufacturer. 

It  further  appeared  that  the  mills  located  near  the 
Atlantic  coast  have  a  substantial  advantage  over  the  mills 
of  the  Corporation  in  freight  rates  to  Pacific  points  both 
by  water  and  rail. 

The  testimony  showed  that  a  large  part  of  the  steel 
purchased  is  bought  upon  contracts  which  provide  for  a 
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maximum  and  minimum  tonnage  to  be  taken  from  time 
to  time  over  a  period  ranging  from  three  to  six  months, 
and  at  times  as  long  as  twelve  months;  that  before  clos- 
ing such  contracts,  as  before  purchases  for  immediate  or 
short  time  delivery,  it  is  customary  for  purchasers  to 
take  quotations  or  bids  from  competitors  seeking  the  busi- 
ness, and  many  witnesses  testified  that  not  only  did  the 
original  bids  vary,  but  that  after  their  receipt  negotia- 
tions with  bidders  resulted  either  in  a  lower  price  or  in 
a  division  of  the  business  by  higher  bidders  meeting  the 
quotations  of  the  lowest  bidder. 

It  further  appeared  that  in  many  cases,  the  placing 
of  tonnage  as  between  the  Corporation  and  its  competi- 
tors was  determined  by  competition  in  delivery  or  in 
quality  of  the  product. 

In  relation  to  securing  business  by  prompt  deliveries, 
many  witnesses  testified  to  the  unvarying  rule  of  the  Cor- 
poration to  make  deliveries  in  regular  order  and  its  in- 
variable refusal  to  accept  what  is  termed  a  "premium" 
for  prompt  delivery  out  of  order.  By  adopting  a  dif- 
ferent rule,  the  witnesses  said,  competitors  of  the  Cor- 
poration frequently  secured  business  at  prices  substan- 
tially higher  than  those  obtained  by  the  Corporation. 

The  Government  called  no  one  to  contradict  these  wit- 
nesses on  the  subject  of  competition.  Its  counsel  ex- 
amined most  of  the  witnesses  at  considerable  length,  how- 
ever, for  the  purpose  of  showing  any  lack  of  information 
or  memory.  Many  of  the  witnesses  who  testified  on  direct- 
examination  that  varying  quotations  were  received  from 
different  manufacturers  competing  with  the  Steel  Cor- 
poration, were  unable  to  state  from  memory  specific 
prices  quoted  during  various  years. 

Testimony  of  Particular  Witnesses. 

John  C.  Neale,  Assistant  General  Manager  of  Sales 
of  the  Carnegie  Steel  Co.  for  some  ten  years,  testified  that 
this  company  has  between  200  and  300  men  who  may 
issue  quotations  to  prospective  customers  (R.,  XXX, 
12143-4). 
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From  forty  to  sixty  inquiries  a  day  are  received  at 
the  Pittsburgh  office  from  branch  offices  or  direct.  The 
selling  agents  have  a  general  understanding  of  prices 
they  may  use  without  special  permission.  When  these 
prices  appear  not  low  enough  to  take  the  business,  the 
home  office  in  Pittsburgh  is  always  consulted  (E.,  XXX, 
12145). 

Government  Exhibit  507,  (G.  E.,  XIV,  2857)  is  a  book 
showing  average  quotations,  but  not  the  prices  actually 
received.  About  85  per  cent,  of  the  tonnage  is  sold  at  a 
lower  price  than  appears  in  this  price  book.  At  times 
when  the  mills  are  very  busy  the  average  price  received 
is  nearer  the  line  of  figures  shown  in  the  Exhibit  (E., 
XXX,  12147). 

On  cross-examination  he  said  he  had  no  data  as  to 
the  percentage  of  sales  made  below  the  figures  named 
in  the  table,  and  was  unable  to  state  any  specific  prices 
named  at  various  dates  or  price  changes  (R.,  XXX, 
12148-50). 

Henry  P.  Bope,  General  Manager  of  Sales  of  the  Car- 
negie Steel  Co.  since  the  organization  of  the  Steel  Cor- 
poration and  previously  in  the  selling  department  of 
that  company  since  1879  (E.,  XXVII,  11434-5,  7),  testi- 
fied that  the  Carnegie  Co.  had  not  been  in  any  pool  or 
agreement  fixing  or  attempting  to  fix  prices  or  limiting 
output  or  assigning  territory  at  any  time  since  its  with- 
drawal from  the  pools  in  1904.  He  said  that  he  has  had 
chief  part  in  fixing  prices  of  Carnegie  products  since 
that  date;  that  neither  Mr.  Dinkey,  the  President,  nor 
any  other  officer  of  the  Carnegie  Co.  nor  of  the  Steel 
Corporation,  has  attempted  to  interfere  with  the  exercise 
of  his  functions  in  respect  to  prices  (E.,  XXVII,  11446- 
7),  although  they  confer  and  arrive  at  what  is  thought 
to  be  the  right  conclusion.  At  times  his  views  are  more 
radical  than  those  of  higher  officials  of  the  Corpora- 
tion, due  to  his  previous  education.  In  1908,  he  was  in- 
structed to  maintain  prices  for  a  period  to  enable  cus- 
tomers to  liquidate  their  stocks,  and  did  so,  and  thought 
it  was  the  right  thing  to  do  (E.,  XXVII,  11513-5).    For 
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years  he  has  made  a  careful  study  of  market  conditions, 
to  know  where  best  to  get  business, — what  classes  of 
trade  were  best  to  cultivate.  Prices  have  also  been  made 
in  view  of  what  competitors  were  doing.  He  learns  what 
competitors  are  quoting  through  his  selling  organization 
and  the  general  trend  of  the  market,  and  at  times  from 
customers,  although  the  latter  information  is  not  always 
reliable.  Practically  all  of  the  production  that  goes  into 
the  general  market  is  sold  on  competitive  bids,  either  in 
response  to  request  from  purchasers  or  by  branch  offices 
or  traveling  salesmen  soliciting  business.  Efforts  are 
made  to  learn  the  needs  of  customers,  and  what  quality 
of  material  they  require.  The  company  has  metallurgical 
experts  to  assist  in  getting  the  right  quality.  These  ex- 
perts aid  in  the  selling  department  by  visiting  customers 
to  ascertain  their  needs.  Mr.  Bope  canvasses  the  cus- 
tomers of  his  competitors;  they  canvass  his  customers; 
and  customers  are  constantly  changing  on  the  books  of 
the  various  companies.  Quotations  of  competitors  in 
all  lines,  except  rails,  sometimes  agree  and  sometimes 
vary ;  there  is  no  general  uniformity ;  and  competition  in 
all  lines  has  been  very  keen  and  increasing  (E.,  XXVII, 
11448-52).  The  Carnegie  Co.  has  30,000  customers  on 
its  books.  Customers  are  lost  to  competitors  making  a 
better  price,  and  are  gained  from  competitors  in  the  same 
way  (K.,  XXVII,  11517). 

Mr.  Bope  mentioned  the  Phoenix  Iron  Co.,  the  Eastern 
Steel  Co.,  Bethlehem  Steel  Co.,  Lackawanna  Steel  Co., 
Jones  &  Laughlin,  Inland  Steel  Co.,  Cambria  Steel  Co., 
Pennsylvania  Steel  Co.,  as  competitors  in  structural 
steel.  He  said  the  competition  in  that  line  had  notice- 
ably increased  in  the  last  ten  years  and  has  been  very 
keen.  The  Bethlehem  and  Lackawanna  plants  have  been 
constructed  during  that  period,  and  the  other  competitive 
plants  have  been  enlarged.  Meanwhile,  the  Carnegie  Co. 
has  not  increased  its  production  in  anything  like  the  pro- 
portion of  its  competitors.  He  mentioned  Cambria,  Jones 
&  Laughlin,  Lackawanna,  Republic,  and  Inland  as  the 
principal  competitors  in  steel  bars,  and  said  that  com- 
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petition  has  increased  during  the  last  ten  years  even 
more  than  in  structural  steel.  He  further  testified  that 
the  competition  in  plates  was  very  much  greater  than 
ten  years  ago.  Within  that  period  Lackawanna,  Ports- 
mouth Steel,  Cleveland  Steel,  Republic,  Allegheny  Steel, 
and  La  Belle  have  added  plates  to  their  schedule  of  prod- 
ucts, and  the  percentage  of  production  of  competitors 
in  plates  has  heavily  increased  during  the  last  twelve 
years  (R.,  XXVII,  11452-4). 

It  is  the  practice  of  all  steel  manufacturers  to  ob- 
tain contracts  with  large  consumers  who  furnish  what 
is  known  as  "back-log  tonnage,"  which  is  tonnage  that 
can  be  counted  on  and  must  be  taken  at  lower  prices  than 
current  business.  As  examples,  he  referred  to  the  three 
largest  customers  of  the  Carnegie  Co.  as  Pressed  Steel 
Car  Co.,  Standard  Steel  Car  Co.,  and  National  Transit 
Co.  (R.,  XXVII,  11480-1).  On  the  other  hand,  the 
American  Car  &  Foundry  Co.,  for  the  last  seven  or  eight 
years,  has  bought  a  very  inconsiderable  amount  from 
Carnegie,  its  supplies  for  its  eastern  plants  being  pur- 
chased from  Jones  &  Laughlin,  Lackawanna  and  Cam- 
bria, and  for  its  western  plants,  from  the  Illinois  Steel 
and  Inland  Steel  Cos.  (R.,  XXVII,  11475-6). 

On  the  20th  of  February,  1909,  after  having  exercised 
self-restraint  during  the  period  of  depression  following 
the  panic  of  1907,  he  instructed  his  selling  force  to  can- 
vass the  entire  market  very  thoroughly,  and  to  meet  any 
conditions  as  to  price,  delivery  and  quality  necessary  to 
take  the  business.  Competitors  were  just  as  active  as 
Carnegie.  After  employing  every  legitimate  means 
known  to  salesmanship  to  get  business  during  that  year, 
Carnegie's  percentage  of  sales  of  bars  as  compared  with 
that  of  competitors  increased  about  4  per  cent.,  and  its 
percentage  of  plates  decreased  over  3  per  cent.  (R., 
XXVII,  11487-97). 

During  1908  while  competitors  maintained  something 
of  a  parity  in  prices  with  the  Carnegie  Co.  they  were 
constantly  edging  under  Carnegie's  prices  to  take  busi- 
ness, and  did  so  (R.,  XXVII,  11521). 
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Edward  Worcester,  General  Manager  of  Sales  and 
Vice-President  in  charge  of  sales,  of  the  National  Tube 
Co.  since  the  formation  of  the  United  States  Steel  Cor- 
poration, previously  General  Sales  Agent  of  the  National 
Tube  Co.  from  its  organization,  and  connected  with  the 
tube  industry  since  1874  or  1875  (E.,  XXVII,  11337-9), 
testified  that,  aside  from  the  pool  in  boiler  tubes,  which 
was  about  10  per  cent,  of  the  output  of  the  National  Tube 
Co.,  its  prices  have  never  been  fixed  by  or  as  the  result 
of  any  agreement  or  understanding,  express  or  implied, 
with  its  competitors,  or  any  of  them.  He  said  that  he 
has  fixed  prices;  that  all  price  changes  are  made  after 
consultation  with  Mr.  Schiller,  the  President;  and  that 
general  competitive  conditions  are  taken  into  considera- 
tion in  fixing  or  changing  prices  (E.,  XXVII,  11347-9). 

Prices  of  tubular  goods  are  based  upon  a  list  price 
with  discounts  and  extra  discounts.  Customers  and 
competitors  are  notified  of  changes  after  they  are 
made.  Changes  have  been  made  retroactive  to  the 
extent  of  jobbers'  stocks  ten  times  since  1902  (E.,  XXVII, 
11354-5).  Mr.  Worcester  mentioned  the  Youngstown 
Sheet  &  Tube  Co.,  Spang,  Chalfant  &  Co.,  the  Wheeling 
Steel  &  Iron  Co.,  and  La  Belle  Iron  Works,  as  the  princi- 
pal competitors  in  line  pipe  for  the  transportation  of 
oil,  which  is  sold  on  competitive  bids.  There  is  strong 
competition  in  oil  country  goods  which  are  sold  by  the 
National  Tube  Co.  through  so-called  oil  country  dis- 
tributors in  competition  with  other  manufacturers. 

Mr.  Worcester  testified  that  he  has  nothing  to  do 
with  the  making  of  prices  by  competitors  and  has  no 
knowledge  of  the  prices  they  make  from  time  to  time  (E., 
XXVII,  11355-7). 

The  Tube  Co.'s  largest  customer  is  the  Standard  Oil 
Co.,  the  next  largest  the  Crane  Co.,  which  distributes  the 
products  of  the  Tube  Co.  on  commission  from  its  43  ware- 
houses scattered  all  over  the  United  States  (E.,  XXVII, 
11357-9). 

He  testified  that  the  Crane  Co.  of  Chicago,  the  Jar- 
ecki  Manufacturing  Co.  of  Erie,  Kelly  &  Jones  Manufac- 
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turing  Co.  of  Greensburg,  Pa.,  and  the  Walworth  Manu- 
facturing Co.  of  Boston,  are  larger  manufacturers  of 
valves  and  fittings  than  the  National  Tube  Co.;  that 
there  are  a  great  many  other  manufacturers  in  this  line, 
and  that  the  percentage  of  the  country's  production  made 
by  the  National  Tube  Co.  does  not  exceed  twelve  or  fifteen 
per  cent.  (E.,  XXVII,  11381-4). 

He  said  also  that  wrought  iron  pipe,  cast  iron  pipe, 
wood  pipe,  brass  pipe  and  lead  pipe  are  all  sold  in  com- 
petition with  steel  pipe  (B.,  XXVII,  11370)  ;  that  on 
water  mains  in  the  territory  from  the  Eocky  Mountains 
to  the  Pacific  Coast  it  is  usual  to  take  bids  on  wrought 
steel  pipe,  such  as  that  made  by  the  National  Tube  Co., 
cast  iron  pipe  and  wood  pipe  (E.,  XXVII,  11418). 

Frank  Baackes,  Vice-President  and  General  Sales 
Agent  of  the  American  Steel  &  Wire  Co.  and  sales  agent 
of  that  company  since  1900  (E.,  I,  327,  58),  testified  that 
the  so-called  Jackson  pools  did  not  cover  over  3  per  cent, 
of  the  total  output  of  the  Steel  &  Wire  Co.,  and  that  the 
balance,  or  97  per  cent.,  has  been  sold  in  free,  open  and 
unrestricted  competition  since  1904,  prior  to  which  date 
the  company  was  engaged  in  the  manufacture  of  plate 
covered  by  the  pools  (E.,  I,  360-1). 

James  A.  Farrell,  President  of  the  United  States  Steel 
Corporation  since  1911,  previously  in  charge  of  the  for- 
eign business  of  the  Corporation  since  its  organization, 
having  experience  in  the  steel  trade  since  1878  (E.,  X, 
3767-75),  said  that  at  the  time  he  testified  there  were 
four  other  manufacturers  of  cotton  ties  (E.,  X,  3863) 
and  ten  other  manufacturers  of  wire  rope  (E.,  X,  3873). 
He  further  testified  that  pig  iron  has  been  imported 
to  Pacific  Coast  points  from  China  for  a  number  of 
years,  and  laid  down  at  Pacific  Coast  points,  duty  paid, 
for  little  more  than  the  cost  of  the  freight  from  Birming- 
ham (E.,  X,  3886-9)  ;  that  about  6,000  or  7,000  tons  of 
foreign  rails  are  imported  into  the  Pacific  Coast  country 
annually  (E.,  3890) ;  that  freight  rates  from  Europe  to 
Pacific  Coast  points  are  about  half  the  rates  from  Pitts- 
burgh (E.,  X,  3891-2). 
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He  enumerated  a  portion  of  the  competitors  in  certain 
of  the  lines  in  1900  as  follows: 

Eight  makers  of  bright  and  annealed  wire  (E.,  X, 

3900-1) ; 
Five  makers  of  galvanized  tinned  wire  (E.,  X,  3902) ; 
Five  makers  of  nails  (E.,  X,  3903). 

He  said  that  there  are  now  twelve  or  fifteen  manufac- 
turers making  wire  cable;  that  while  the  American  Steel 
&  Wire  Co.  was  manufacturing  wire  cable  in  a  small  way 
in  1900  it  has  largely  retired  from  this  business,  now 
using  the  machinery  to  manufacture  other  lines.  He  said 
that  the  Wire  Co.  formerly  made  round  wire,  straightened 
and  cut,  but  did  not  produce  it  in  1911;  but 
that  it  is  made  by  about  a  dozen  other  manufacturers 
(E.,  X,  3903)  ;  that  the  Wire  Co.  commenced  manufactur- 
ing cold  rolled  wire  in  1904  or  1905,  being  preceded  by 
other  manufacturers,  and  producing  about  20  per  cent, 
of  the  country's  output  in  1911.  He  gave  the  names  of 
three  competitors  in  the  tack  business  in  1900,  when  the 
Wire  Co.  had  about  10  per  cent.,  while  it  had  nearly  20 
per  cent,  in  1911  (E.,  X,  3904-5). 

He  enumerated  six  competitors  in  rivets  and  spikes  in 
1900,  and  stated  that  there  were  others,  and  that  the  Wire 
Co.  had  not  much  more  than  2  per  cent,  of  the  business  of 
the  country  in  1911  (E.,  X,  3905). 

He  said  that  in  1900  there  were  forty  or  fifty  other 
manufacturers  of  field  fence ;  that  the  Wire  Co.  had  then 
only  10  or  12  per  cent,  of  the  business  of  the  country  and 
now  has  about  35  per  cent.  (R.,  X,  3905-6). 

He  named  three  other  manufacturers  of  poultry 
netting  in  1900,  at  which  time  the  Wire  Co.  had  about  4 
per  cent,  of  the  business  of  which  it  had  about  7  per  cent, 
in  1911  (E.,  X,  3906). 

He  named  several  competitors  in  staples  in  1900,  and 
said  that  most  of  the  fence  manufacturers  made  them, 
and  that  the  Wire  Co.  had  then  about  30  per  cent,  of  the 
domestic  business  (E.,  X,  3906). 
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He  named  seven  manufacturers  of  bale  ties  in  1900, 
and  said  that  the  Wire  Co.  had  then  about  35  per  cent, 
of  the  business,  of  which  it  had  about  40  per  cent,  in  1911 
(R.,  X,  3906-7). 

In  flat  wire  and  steel  shafting  he  said  the  Union 
Drawn  Steel  Co.  of  Beaver  Falls,  Pa,,  was  the  largest 
manufacturer  in  the  country  and  was  among  the  com- 
petitors in  1900  and  1911,  and  that  there  were  a  large 
number  of  others;  that  the  Wire  Co.  had  about  30  per 
cent,  of  the  tonnage  in  flat  wire  in  1900,  and  about  20 
per  cent,  in  1911 — in  shafting  about  20  per  cent,  in  1900 
and  about  30  per  cent,  in  1911  (R.,  X,  3907-8). 

Among  competitors  doing  a  large  percentage  of  the 
business  in  certain  lines  of  wire  products,  he  named  the 
Hartshorne  Manufacturing  Co.  of  Harrison,  N.  J.,  making 
about  80  per  cent,  of  the  wire  for  shade  roller  springs; 
George  A.  Prentice  Co.  of  Holyoke,  Mass.,  which  now  and 
since  1900  has  made  about  75  per  cent,  of  the  country's 
output  of  book-binders'  wire  and  stitching  wire;  the 
Spencer  Wire  Co.  at  Spencer,  Mass.,  which  manufactures 
about  50  per  cent,  of  fine  weaving  wires  used  by  manufac- 
turers of  screen  cloth ;  John  A.  Roebling's  Sons  Co.,  large 
manufacturers  in  all  those  lines;  Washburn  Wire  Co. 
with  a  plant  in  New  York  City  for  the  last  fifteen  years 
and  a  plant  built  since  the  formation  of  the  Corporation 
at  Phillipsdale,  R.  I.,  with  steel  works  and  rolling  mills, 
which  manufactures  about  60  per  cent,  of  the  piano  or 
music  wire,  a  material  selling  from  f  800.  to  f  1,000.  a  ton. 
He  said  there  were  other  companies  specializing  in  certain 
lines  competing  with  the  Corporation  (R.,  X,  3908-10). 

He  named  six  competitors  in  the  seamless  tube  busi- 
ness (R.,  X,  3917-8)  ;  and  seventeen  competitors  in  other 
tubular  goods,  giving  the  names  of  some  of  their  large 
customers  (R.,  X,  3918-24). 

He  named  nine  competitors  in  steel  hoops,  and  stated 
that  their  competition  had  been  substantial  and  lively 
since  the  organization  of  the  Corporation  ( R.,  X,  3937-9 ) . 

His  attention  being  called  to  Defendant's  Exhibit 
No.  11    (D.  E.,  I,  118-137),  which  is  entitled  "Names 
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of  Competitors  of  the  American  Bridge  Co.  in  1911," 
he  testified  that  he  personally  knew  upwards  of 
180  concerns  upon  this  list  as  competitors  of  the  Bridge 
Co.  at  that  date,  and  gave  the  classes  of  fabricated  work 
which  they  made.  He  also  mentioned  a  number  of  others 
in  this  list  as  purchasers  of  structural  material,  but  did 
not  know  whether  the  Bridge  Co.  met  them  in  competi- 
tion (E.,  X,  3939-56). 

He  said  that  fabricated  steel  is  usually  sold  by  com- 
petitive bidding ;  that  the  Bridge  Co.  secures  its  material 
chiefly  from  Carnegie  and  Illinois,  with  a  very  small  per- 
centage from  its  own  Pencoyd  works  (B.,  X,  3957-8) .  He 
mentioned  the  Panama  Locks  and  other  large  Government 
work  that  had  been  the  subject  of  competition  between 
the  Bridge  Co.  and  others  (R.,  X,  3958-61). 

He  named  about  twenty  competitors  selling  structural 
steel  to  fabricators  and  said  that  six  of  the  larger  com- 
panies had  fabricating  plants  in  connection  with  their 
steel  works  (E.,  X,  3963-4). 

At  pages  3970-82  Mr.  Farrell  testified  to  more  than 
forty  competitors  of  the  Sheet  &  Tin  Plate  Co.  in  sheets, 
and  said  that  the  competition  is  growing  stronger  and 
more  active  all  the  time. 

He  named  seven  competitors  of  the  Illinois  Steel  Co. 
in  bolts  and  spikes,  and  stated  that  he  estimated  the  per- 
centage of  business  in  these  lines  done  by  the  Illinois 
Steel  Co.  as  not  in  excess  of  ten  per  cent,  of  the  total  of 
the  country  (R.,  X,  3994-6). 

He  gave  the  names  of  eight  competitors  of  the  Car- 
negie Co.  in  car  wheels,  including  the  manufacturers  of 
iron  wheels,  which  are  competitive  with  steel  wheels,  in 
which  Carnegie's  production  is  about  eleven  per  cent,  of 
total  wheel  consumption  of  the  country  (E.,  X,  3997-9). 

He  gave  the  names  of  nearly  fifty  steel  companies 
manufacturing  finished  products  of  different  kinds  which 
have  furnaces  making  steel  (E.,  X,  3999-4013). 

Mr.  Farrell  also  testified  that  the  product  of  re-rolling 
mills  is  sold  in  the  market  in  competition  with  regular 
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steel  products  of  similar  types,  and  gave  the  names  and 
locations  of  over  twenty  of  the  companies  engaged  in  this 
business,  with  the  capacity  of  their  plants  in  some  cases. 
He  said  that  the  annual  production  of  the  re-rolling  mills 
is  between  500,000  and  600,000  tons  (E.,  X,  4028-33). 

Mr.  Farrell  testified  relative  to  market  and  selling 
prices  as  follows : 

"Sellers  of  iron  and  steel  have  to  find  the 
market.  There  is  no  exchange  on  which  iron  and 
steel  products  are  sold,  such  as  the  Cotton  Ex- 
change, or  the  Wool  Exchange,  or  the  Coffee  Ex- 
change. Consequently  they  are  obliged  to  find  the 
market  price.  They  find  the  market  price  through 
seeking  orders,  and  through  the  trade,  newspaper 
information,  and  other  information  that  is  given 
to  them  by  their  customers,  as  to  what  they  are 
being  quoted,  and  all  that  sort  of  thing"  (E.,  X, 
4039) . 

When  asked  whether  the  Steel  Corporation  or  its  sub- 
sidiaries publish  any  catalogue  or  price  lists  on  standard 
articles,  he  said  they  publish  price  lists,  but  not  necessa- 
rily the  flat  price ;  but  that  the  prices  of  their  commodities 
were  known  to  everybody  who  desired  to  know  them — 
customers  or  anybody  else — partly  through  trade  papers, 
but  principally  through  selling  offices. 

After  saying  that  bars  had  been  sold  by  the  Corpora- 
tion, for  several  months  previous  to  the  date  at  which  he 
was  testifying,  at  $1.40,  he  said  that  most  competitors  had 
been  getting  premiums  and  selling  at  $1.50  and  $1.60 
(E.,  X,  4043). 

He  said  that  the  Steel  Corporation  always  delivers 
in  the  order  in  which  contracts  are  received,  and  never 
accepts  premiums  for  immediate  delivery  out  of  order 
(E.,  X,  4044). 

He  testified  that  in  times  of  large  demand  the  smaller 
producers  usually  get  higher  prices,  and  when  the  demand 
is  less  than  the  supply  sell  for  lower  prices  than  the 
large  manufacturers,  whereas  the  policy  of  the  Steel 
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Corporation  has  been  to  maintain  a  stable  market,  so  far 
as  possible  (R.,  X,4046). 

He  said  that  since  he  became  President  of  the  Cor- 
poration, in  January,  1911,  and  had  charge  of  selling  its 
products,  there  has  been  no  contract,  arrangement,  agree- 
ment, pool  or  understanding  whatever,  fixing  prices, 
limiting  output  or  fixing  the  locality  in  which  its  several 
subsidiaries  may  sell  their  products  (R.,  X,  4046). 

After  naming  fourteen  of  its  largest  competitors  (R., 
X,  4058),  he  detailed  the  policy  of  the  Corporation  in 
maintaining  at  different  points  throughout  the  country 
warehouses  from  which  deliveries  can  be  made  to  the  cus- 
tomers in  their  localities  (R.,  X,  4058-63),  and  stated  that 
but  for  the  warehouses  near  New  York  City  the  Corpora- 
tion would  be  at  a  disadvantage  in  doing  business  in  the 
metropolitan  district  as  against  a  number  of  large  Eastern 
mills  (R.,  X,  4060).  He  said  that  certain  of  the  large 
competitors  of  the  Corporation  also  maintain  warehouses 
in  different  parts  of  the  country  (R.,  X,  4063) . 

Mr.  Farrell  said  that  during  the  time  when  the  Gary 
dinners  were  being  held,  prices  made  by  different  manu- 
facturers were  not  identical  but  fluctuated,  although  not 
widely  (R.,  X,  4125). 

Arthur  L.  Davis,  Eastern  Division  Contracting  Man- 
ager of  the  Bridge  Co.,  since  February,  1911,  previously, 
from  the  time  of  its  organization,  Assistant  to  the  Pres- 
ident, in  general  charge  of  contracting  (R.,  XV,  5896-7, 
5901-3),  testified:  that  the  Company  maintains  a  corps 
of  engineers  which  he  believes  to  be  the  best  possessed  by 
any  fabricating  company  in  the  world;  that  they  design 
and  estimate  bridge  work  and  other  structural  work  (R., 
XV,  5904-5) ;  that  the  bulk  of  the  business  of  the  Bridge 
Co.  is  secured  by  competitive  bidding  (R.,  XV,  5905),  the 
bids  being  made  either  by  the  pound  or  by  lump  sum; 
that  at  times  the  engineering  corps  suggest  plans  or 
designs  with  the  bids  and  at  other  times  bids  are  made 
on  the  customer's  plans  (R.,  XV,  5906). 

He  produced  Defendants'  Exhibit  No.  89  (D.  E.,  Ill, 
365),  entitled,  "A  partial  list  of  fabricating  plants  in  ex- 

Digitized  by  Microsoft® 


381 

istence  May,  1900,  that  were  not  taken  into  the  Ameri- 
can Bridge  Co. ;"  upon  which  are  listed  seventy-six  plants 
in  different  parts  of  the  United  States.  Upon  this  exhibit 
appears  the  estimated  capacity  of  these  plants.  In  all 
cases  where  this  capacity  was  given  in  Swank's  directory 
the  same  is  used,  with  reference  to  the  page  in  the  di- 
rectory. Where  no  capacity  was  given  in  Swank's  di- 
rectory the  witness  estimated  the  capacity.  The  tonnage 
was  translated  from  gross  tons  as  given  in  Swank's 
directory,  to  net  tons.  This  exhibit  shows  that  these 
competitors  of  the  American  Bridge  Co.  had  a  capacity 
of  over  580,000  tons  (R.,  XV,  5908-10).  Mr.  Davis  gave 
from  his  personal  recollection  a  description  of  the  vari- 
ous companies  on  this  exhibit  other  than  the  last  ten, 
and  mentioned  important  construction  work  done  by  them 
previous  to  1909  (B.,  XV,  5910-21). 

He  further  identified  as  correct  a  statement  prepared 
by  him  showing  the  annual  capacity  in  net  tons  in  1900 
of  the  companies  that  went  into  the  American  Bridge  Co., 
aggregating  460,300  (D.  E.,  Ill,  367;  E.,  XV,  5921). 
He  also  made  up  and  testified  to  the  correctness  of  D.  E., 
91,  which  is  a  list  of  certain  competitors  of  the  Bridge  Co. 
making  products  other  than  bridges  or  buildings  which 
are  also  made  by  the  Bridge  Co.  (D.  E.,  Ill,  368-9)  and 
explained  the  same  (E.,  XV,  5928-32).  This  exhibit 
shows  Jones  &  Laughlin  and  one  other  competitor  in 
steel  barges;  twenty  competitors  in  tanks;  two  compet- 
itors in  buckle  plates;  two  in  eye  bars;  six  in  riveted 
pipe ;  five  in  transmission  towers,  and  eight  in  turntables. 
Mr.  Davis  identified  fifty-one  concerns  mentioned  in  De- 
fendants' Exhibit  11  (D.  E.,  I,  118-137),  as  competitors 
of  the  American  Bridge  Co.  in  1911,  in  addition  to  the 
ones  previously  described  by  Mr.  Farrell  (E.,  XV,  5934- 
41),  and  stated  that  in  1900  each  of  the  plants  acquired 
by  the  Bridge  Co.  (E.,  XV,  5941-9)  met  with  competition 
in  every  line  from  outside  concerns.  He  named  and  de- 
scribed upwards  of  75  different  competitors  of  the 
American  Bridge  Co.  which  had  either  been  established 
since  1900  or  had  increased  their  production  during  that 
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period  and  mentioned  seven  that  had  rolling  mills  in  con- 
nection with  their  plants  in  1911. 

He  identified  Defendants'  Exhibit,  92  (D.  E.,  Ill, 
370 ) ,  showing  the  total  tonnage  furnished  by  the  Bridge 
Co.  under  the  so-called  Harriman  Line  contracts  from 
1905  to  1912  inclusive,  which  tonnage  amounted  to  3.97 
per  cent,  of  the  total  sales  of  the  Bridge  Co.  during  that 
period,  and  stated  that  he  recalled  the  making  of  the  first 
of  those  contracts,  and  that  it  was  secured  in  competition 
(E.,  XV,  5969). 

When  his  attention  was  called  to  the  testimony  of 
Foster  Milliken,  a  Government  witness,  relative  to  the 
capacity  of  the  various  subsidiaries  of  the  American 
Bridge  Co.  in  1900  in  heavy  tonnage  work,  he  gave  evi- 
dence which  differed  widely  from  the  estimates  of  Mr. 
Milliken  (B.,  XV,  5971). 

Albert  T.  de  Forest  testified  that  he  is  Vice-President 
of  the  United  States  Steel  Products  Co.,  in  charge  of  the 
Pacific  Coast  Department,  which  has  been  in  operation 
under  his  charge  since  October  1,  1911;  that  it  handles 
all  the  products  of  the  steel  corporation  in  that  territory 
except  cement;  that  previous  to  the  organization  of  this 
department  he  represented  the  American  Steel  &  Wire 
Co.  (B.,  XXVI,  11113-5),  but  attended  the  weekly  meet- 
ings of  the  sales  agents  of  the  various  subsidiaries  at 
which  prices,  inquiries,  general  business  conditions  and 
competition  were  discussed   (B.,  XXVI,  11115-6). 

He  said  that  the  consumption  of  steel  products,  in- 
cluding pig  iron  and  bar  iron,  which  are  a  minor  feature, 
is  from  900,000  to  1,000,000  tons  per  annum  in  Pacific 
Coast  territory  (which  includes  Washington,  Oregon, 
California,  Arizona,  Western  Nevada  and  Northern 
Idaho)  (E.,  XVI,  11117)  ;  that  the  Corporation  main- 
tains a  warehouse  at  Seattle,  two  warehouses  and  a  fac- 
tory making  wire  rope  and  wire  fencing  at  San  Francisco, 
and  a  warehouse  at  Los  Angeles;  that  since  1903,  com- 
petition in  the  Pacific  Coast  market  has  been  extremely 
aggressive  (E.,  XXVI,  11118).  Mr.  de  Forest  gave  a 
list  of  over  twenty  local  representatives  of  eastern  mills 
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selling  in  competition  with  the  Corporation  in  that  mar- 
ket, a  number  of  these  agents  representing  more  than  one 
mill,  and.  further  mentioned  certain  firms  representing 
foreign  mills  (E.,  XXVI,  11118,  11122). 

He  stated  that  the  freight  rate  on  steel  products  from 
Antwerp  to  Portland  was  lower  than  to  San  Francisco, 
because  the  steel  products  furnished  return  cargo  for 
ships  that  had  taken  grain  and  lumber  to  Europe  out  of 
Portland;  that  the  steamer  rates  from  Antwerp  to  San 
Francisco  were  about  f  8.  per  ton,  as  compared  with  the 
all  rail  rate  of  f  16.  per  ton  from  Pittsburgh,  the  Panama 
rate  being  $2.  to  $3.  per  ton  less  than  the  all  rail  rate 
(E.,  XXVI,  11122-3). 

He  testified  that  since  he  had  been  on  the  Coast,  the 
Corporation  had  encountered  a.  gradual  growth  in  com- 
petition (E.,  XXVI,  11124). 

He  named  and  described  various  steel  and  iron  mills 
on  the  Pacific  Coast  (E.,  XXVI,  11125). 

He  stated  that  he  did  not  know  of  any  manufacturer 
of  steel  products  who  was  not  aggressively  soliciting 
Pacific  Coast  business  (E.,  XXVI,  11126)  ;  that  the  so- 
called  Bethlehem  structural  shapes  are  very  largely  sold 
on  the  Pacific  Coast,  in  competition  with  the  product  of 
the  Steel  Corporation  because  of  their  lesser  weight,  and 
that  the  Bethlehem  mill,  being  located  near  the  Atlantic 
seaboard,  has  the  advantage  in  water  shipments ;  that  this 
competition  was  particularly  strong  at  the  time  of  the 
rebuilding  of  San  Francisco;  that  the  American  Bridge 
Co.  has  aggressive  competition  all  over  this  territory, 
including  many  local  fabricators  on  the  Coast  where  the 
Bridge  Co.  has  no  fabricating  shop  (E.,  XXVI,  11128-9). 

Severn  P.  Ker,  President  of  the  Sharon  Steel  Hoop 
Co.,  Sharon,  Pa.,  since  February,  1910;  General  Man- 
ager for  a  few  months  previously ;  and  Vice-President  and 
General  Manager  of  Sales  of  the  Eepublic  Iron  &  Steel 
Co.  from  the  early  part  of  1905  until  he  went  with  the 
Sharon  Steel  Hoop  Co.  (E.,  XXVII,  11637),  testified 
that  when  he  was  the  head  of  the  sales  department  of 
the  Eepublic  he  had  the  making  of  prices  of  its  products, 
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which  consisted  of  pig  iron  in  the  Southern  District,  mer- 
chant bar  iron,  billets  and  sheet  bars,  merchant  bar  steel 
in  all  the  range  covered  ordinarily  under  the  caption  of 
merchant  material,  shafting,  railroad  spikes,  bolts  and 
nuts  and  miscellaneous  small  products  (E.,  XXVII, 
11638)  ;  that  outside  of  its  iron  product  the  tonnage  of 
steel  products  was  approximately  50,000  tons  per  month 
with  about  5,000  tons  of  rerolled  steel  rolled  at  the  works 
at  Moline,  111.;  that  the  market  was  all  over  the  United 
States,  but  principally  east  of  the  Eocky  Mountains. 

He  said  that  Eepublic  now  participates  in  the  Pacific 
Coast  trade,  but  did  not  during  the  time  that  he  was 
connected  with  it  (E.,  XXVII,  11635). 

He  testified  that  prices  made  on  Eepublic's  products 
were  not  made  as  the  result  of  any  agreement  or  com- 
bination, express  or  implied,  or  any  understanding  with 
other  makers  or  vendors  of  similar  products,  but  de- 
pended on  market  conditions  as  they  found  them  from 
time  to  time,  and  were  changed  with  more  or  less  fre- 
quency to  meet  changing  conditions  (E.,  XXVII,  11639- 
40)  ;  that  in  a  general  way  the  company  maintained  its 
prices  for  the  period  succeeding  the  panic,  but  made  a 
change  about  April  or  May,  1908,  in  merchant  bar  steel, 
merchant  bar  materials,  and  the  direct  productions 
therefrom,  such  as  shafting,  spikes,  bolts  and  nuts,  the 
change  for  merchant  bar  material  being  from  a  $1.60  to 
a  |1.40  base. 

He  said  that  no  previous  announcement  of  his  purpose 
to  make  this  change  was  made,  nor  was  it  made  as  the 
result  of  any  conference  or  agreement  with  any  other 
maker  of  bars.  When  asked  why  this  change  was  made, 
he  said, 

"The  business  following  the  panic  had  gone  to 
almost  nothing,  gone  down  very  rapidly ;  there  was 
beginning  to  be  a  liquidation  of  stocks  in  the  hands 
of  distributors,  and  the  hands  of  consumers,  going 
on  until  there  was  beginning  to  be  some  buying, 
and  as  the  buying  developed  we  were  anxious  to 
book  what  tonnage  we  could  in  the  proper  opera- 
tion of  our  plant,  and  concluded  it  was  time  to 
begin  trying  to  do  business." 
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He  testified  that  this  change  in  prices  was  made  by 
him  after  conference  with  the  Chairman  and  President 
of  the  company,  and  additional  changes  were  made  dur- 
ing that  year,  but  that  none  of  them  was  the  result  of 
any  conference  or  agreement  with  competitors  (R., 
XXVII,  11640-2). 

He  further  testified  that  there  was  great  activity  and 
competition  in  the  steel  market  in  1909,  as  the  result  of 
which  the  sales  were  quite  heavy  when  he  left  on  Octo- 
ber first,  and  the  sold  tonnage  on  the  books  was  the  heavi- 
est of  any  time  during  his  connection  with  the  company. 

He  said  that  the  subsidiaries  of  the  Steel  Corpora- 
tion sold  the  same  products  in  the  same  markets,  to  the 
same  customers  more  or  less,  as  the  Republic;  that  the 
competition  of  all  the  subsidiaries  was  pretty  strenuous 
during  that  year  and  was  participated  in  by  manufac- 
turers generally;  that  Carnegie  and  Illinois  Steel  made 
some  inroads  upon  the  customers  of  Republic,  and  the 
latter  secured  some  of  the  customers  of  Carnegie  and 
Illinois  (R.,  XXVII,  11844-5). 

Mr.  Ker  further  testified  that  he  had  never  abstained 
from  canvassing  the  customers  of  competitors,  nor  so  far 
as  he  had  observed  had  competitors  abstained  from  can- 
vassing his  customers ;  that  he  always  tried  to  get  at  least 
as  good  a  price  as  was  quoted  by  others,  and  a  little  bet- 
ter, if  possible;  but  would  not  hesitate  to  quote  a  lower 
price  if  necessities  required  it;  that  there  had  never  been 
any  purpose  to  quote  precisely  the  same  price  as  any  com- 
petitor, but  he  regarded  it  as  poor  salesmanship  to  sell 
a  commodity  at  a  lower  price  than  the  customer  must 
pay  to  others,  and  good  salesmanship  to  try  to  get  a  little 
more,  if  possible.  He  explained  that  he  was  always  able 
to  quickly  learn  what  competitors  were  quoting  (R., 
XXVII,  11645-7). 

He  said  that  there  has  been  great  activity  in  the  iron 
and  steel  trade  during  all  the  time  since  he  became  sales 
agent  of  the  Republic ;  that  prices  quoted  by  competitors, 
like  his  own,  have  been  variant;  that  he  does  not  always 
quote  the  same  prices  in  all  localities,  and  to  all  persons 
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at  the  same  time,  nor  do  any  of  his  competitors,  so  far  as 
he  has  observed;  and  that  the  general  course  of  practice 
to  which  he  alluded  has  obtained  generally  in  the  sale 
of  all  steel  products  in  which  he  has  been  interested 
since  he  became  connected  with  the  Eepublic,  and  there 
has  been  no  time  either  while  he  was  with  the  Republic, 
or  since  he  became  President  of  the  Sharon  Co.  when 
his  prices  were  fixed  or  maintained  as  the  result  of  any 
understanding  or  agreement,  expressed  or  implied,  with 
any  competitor  (E.,  XXVII,  11648-50). 

He  then  testified  to  the  growth  of  the  Sharon  Steel 
Hoop  Co.  from  a  capitalization  of  $200,000.  in  the  year 
1901,  to  $1,205,000.  capitalization  at  the  present  time,  the 
increase  aside  from  $100,000,  having  been  made  out  of 
earnings — in  addition  to  dividends  of  7  per  cent,  or  more 
paid  on  the  outstanding  stock  since  its  incorporation. 

He  said  that  this  company  manufactures  hoops  and 
bands,  hot  rolled,  from  three-eighths  of  an  inch  to  15 
inches  in  all  the  regular  gauges,  and  one  or  two  small  un- 
important items  (E.,  XXVII,  11650-3),  and  that  it  sells 
its  products  all  over  the  United  States,  and  the  central 
part  of  Canada   (E,,  XXVII,  11654). 

Austin  D.  Mixsell,  General  Sales  Agent  of  the  Beth- 
lehem Steel  Co.,  Bethlehem,  Pa.,  since  1908,  and  from 
1906  to  1908  Sales  Agent  of  that  company  in  New  York, 
having  charge  of  Eastern  New  Jersey,  all  of  New  York 
and  New  England,  said  that  since  1906,  the  rail  and 
structural  steel  plant  of  the  Bethlehem  Co.  had  been 
brought  into  operation;?  i that  previously  bars,  billets, 
various  forgings  and  castings  were  manufactured;  that 
the  production  had  increased  about  fourfold  during  this 
period  (E.,  XXVII,  11303-4). 

He  said  that  bars  and  billets  made  by  Bethlehem  are 
alloy  steel,  manufactured  largely  for  the  automobile 
trade,  in  which  Bethlehem  was  the  first  maker,  followed 
by  Pennsylvania,  Carpenter  Steel  Co.,  Cambria  and  at 
present  Carnegie,  together  with  a  great  many  small  con- 
cerns (E.,  XXVII,  11306-7). 

He  further  testified  that  as  to  structural  steel,  when 
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lie  represented  the  company  in  New  York,  he  was  ad- 
vised from  Bethlehem  of  the  prices  he  was  to  secure  as  a 
minimum ;  beyond  that  he  was  left  to  his  discretion ;  and 
that  this  policy  is  still  in  vogue;  that  Bethlehem  sells 
structural,  practically  all  over  the  United  States;  that 
the  local  agents  are  advised  as  to  about  the  low  level  that 
the  company  is  willing  to  accept,  and  above  that  they 
use  their  discretion  based  on  conditions  in  the  territory 
in  which  they  sell;  that  the  agents  are  furnished  with 
costs  of  material,  and  the  minimums  so  given  are  nearly 
cost;  that  the  agents  receive  a  salary  and  a  percentage 
of  the  profit  on  each  individual  order;  that  if  a  sale  is 
made  at  a  loss,  the  same  percentage  is  deducted  from  the 
agent's  compensation;  that  in  addition  to  the  prices 
bearing  relation  to  the  cost,  they  also  bear  relation  to  the 
needs  of  the  mill  at  the  period;  that  occasionally  agents 
are  authorized  to  sell  below  the  cost  figures  given  (R., 
XXVII,  11307-9). 

Mr.  Mixsell  testified  that  these  minimums  from  time 
to  time  named  to  agents  have  never  been  fixed  by  agree- 
ment or  understanding  with  other  manufacturers  and 
vendors  of  the  same  materials;  that  they  are  changed 
from  time  to  time  by  himself,  and  sometimes  by  subor- 
dinates, but  never  by  his  superiors,  so  far  as  he  knows; 
that  Mr.  Schwab  never  took  any  hand  in  fixing  these 
minimums;  that  Mr.  Grace,  the  President  of  the  Com- 
pany since  April,  1913,  in  conference  as  to  market  condi- 
tions and  the  needs  of  the  mill,  has  sometimes  had  a 
judgment  different  from  his  own,  in  which  case  the  Presi- 
dent would  decide  the  price;  at  other  times  he  would 
yield  to  the  judgment  of  the  witness;  that  generally 
speaking,  Mr.  Mixsell  has  suggested  the  prices  adopted 
in  the  conferences  (R.,  XXVII,  11312-3). 

He  further  said  that  the  general  policy  has  been  to 
ask  prices  which  include  a  profit,  and  when  the  mill  needs 
tonnage  to  go  after  only  enough  to  tide  it  over  the  time 
of  low  prices,  but  not  to  fill  up ;  that  he  has  canvassed  the 
trade  of  other  manufacturers,  and  at  times  succeeded  in 
getting   their   customers,   and   they   have   succeeded   in 
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getting  his;  that  there  has  been  no  observance,  self- 
imposed  or  otherwise,  of  each  other's  territory  or  cus- 
tomers; that  he  has  made  up  prices  after  finding  out 
as  much  as  he  could  from  prospective  customers  as  to 
quotations  of  competitors,  and  has  sometimes  bid  under 
the  other  people  to  get  the  business,  or  if  the  other  price 
was  so  low  that  it  was  not  attractive,  he  has  declined  to 
bid  under  it  (E.,  XXVII,  11314-5). 

William  E.  Manning,  General  Manager  of  Sales  of 
Youngstown  Sheet  &  Tube  Co.  since  January  1,  1913,  and 
prior  to  that  time  Assistant  General  Manager  of  Sales 
from  the  time  the  company  began  business  in  1902,  testi- 
fied that  this  company  manufactures  and  sells  iron  and 
steel  products,  marketing  semi-finished  steel  in  the  form 
of  billets,  blooms,  slabs  and  sheet  bars,  and  finished 
products  such  as  skelp,  wrought  iron  and  wrought  steel 
pipe,  iron  and  steel  sheets,  roofing,  wire  rods,  wire  both 
black  and  galvanized,  barbed  wire  and  many  diversified 
products  of  wire,  including  wire  nails  and  wire  fencing. 
He  said  that  their  market  is  all  over  the  United  States, 
including  the  Pacific  Coast  and  also  to  some  extent 
Canada,  Mexico,  Cuba,  Porto  Eico  and  other  foreign  coun- 
tries (E.,  XIX,  7697-8)  ;  that  ever  since  the  company  has 
been  selling  materials,  all  of  its  products  have  been  sold 
in  competition  with  the  products  of  other  steel  manufac- 
turers in  the  country;  that  the  prices  of  none  of  its 
products  have  ever  been  fixed  by  agreement  between  his 
company  and  other  competitors,  and  that  the  prices  ob- 
tained have  not  always  been  uniform  with  competitors  as 
to  any  product  or  in  any  year  (E.,  7698-9) .  He  said  that 
some  one  or  other  of  the  subsidiaries  of  the  Steel  Corpora- 
tion has  been  a  competitor  in  every  line  manufactured  by 
the  Youngstown  Sheet  &  Tube  Co.  throughout  the  coun- 
try, and  the  competition  has  been  very  severe  (E., 
XIX,  7700-7701).  In  1908  he  said  Youngstown  shipped 
outside  the  country  15,000  to  20,000  tons,  which  was  sold 
in  competition  in  the  countries  to  which  it  was  exported 
(E.,  XIX,  7708-9),  where  they  did  not  meet  competitors 
as  they  did  in  this  country,  because  they  were  always  in 
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a  position  to  compete  in  the  home  market  and  did  not  go 
after  the  foreign  market  as  they  did  the  domestic  business 
(R.,  XIX,  7713). 

The  witness  said  that  Mr.  Campbell,  the  President  of 
the  company,  has  had  nothing  to  do  with  fixing  prices 
except  in  the  general  supervisory  way  that  the  President 
of  a  company  does ;  that  the  matter  of  quoting  and  fixing 
prices  and  making  contracts  is  especially  in  his,  Mr. 
Manning's  department;  that  Mr.  Campbell  never  sug- 
gested or  dictated  a  price  based  upon  any  agreement  that 
he  had  made  or  purported  to  have  made  with  competitors 
(R.,  XIX,  7710-11)  ;  that  their  competitors  in  steel  pipe 
are  the  National  Tube  Co.,  Wheeling  Steel  &  Iron  Co., 
La  Belle  Iron  Works,  Mark  Manufacturing  Co.,  Spang- 
Chalfant,  Republic  Iron  &  Steel  Co.,  Central  Tube  Co., 
Harrisburg  Pipe  &  Pipe  Bending  Co.  (R.,  XIX,  7714). 

Joseph,  R.  Bowles,  Portland,  Oregon,  for  more  than 
ten  years  a  broker  of  steel  products  and  agent  of  mills, 
testified  that  he  handles  rails,  wire  products,  sheets,  pig 
iron  and  coke,  and  has  also  conducted  a  fabricating  plant 
at  Portland  under  the  name  of  Northwest  Steel  Co.,  and 
lately  at  Vancouver,  B.  C,  under  the  name  of  Canadian 
Northwest  Steel  Co.  (R.,  XXVI,  11015-6).  He  testified 
that  for  more  than  ten  years  he  has  represented  La  Belle 
Iron  Works  in  the  sale  of  sheets,  all  the  larger  sheet 
mills,  seven  of  which  he  named,  being  in  competition  with 
him ;  that  the  market  was  strictly  competitive  at  all  times, 
more  severe  in  the  last  five  or  six  years  than  prior  thereto. 
He  said  that  he  distributes  into  Oregon,  Washington, 
Idaho,  Western  Montana,  Northern  California,  British 
Columbia  and  American  Alaska  (R.,  XXVI,  11016-7) ; 
that  from  1901  to  1909  he  was  agent  for  the  Colorado 
Fuel  &  Iron  Co.  in  the  sale  of  wire  goods  in  Oregon, 
Washington  and  British  Columbia,  in  very  active  compe- 
tition with  the  Pittsburgh  Steel  Co.  and  the  American 
Steel  &  Wire  Co.  (R.,  XXVI,  11017). 

He  further  said  that  since  1902  he  has  been  a  pur- 
chaser of  structural  steel,  plates  and  bar  steel;  that  he 
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fabricates  buildings,  highway  and  railroad  bridges,  and 
meets  the  competition  of  the  American  Bridge  Co.,  and  a 
number  of  other  fabricators,  ten  of  whom  he  named  (E., 
XXVI,  11017-9)  ;  that  he  purchased  all  his  plain  material 
from  foreign  mills,  from  1902  to  1904,  at  which  time  he 
began  to  buy  from  the  American  mills,  particularly  Jones 
&  Laughlin,  as  the  foreign  markets  got  higher  and  the 
American  prices  went  down.  He  said  that  foreign  mate- 
rial is  always  far  below  the  prices  of  American  mills,  and 
there  is  always  a  variation  of  anywhere  from  fl.00  to 
$3.00  a  ton  between  the  prices  quoted  by  the  various 
American  mills,  but  that  the  American  product  is  far 
superior  to  the  foreign  product;  that  prices  of  foreign 
material  laid  down  in  Portland  are  from  $5.00  to  $10.00 
a  ton  cheaper  than  domestic,  which  is  due  to  favorable 
transportation  rates,  as  the  cost  at  the  mill  in  Germany 
is  ordinarily  higher  than  at  Pittsburgh.  Freight  rates 
from  Antwerp  to  Portland  have  been  from  $2.50  to  $4.00 
a  gross  ton  as  against  a  rail  rate  of  $16.00  a  net  ton  from 
Pittsburgh  all  rail.  Foreign  shapes  and  plates  have  come 
from  Germany,  a  few  from  Scotland,  and  bars  from  Bel- 
gium and  Germany. 

He  said  that  all  the  leading  American  mills  have  been 
represented  in  Portland,  either  by  resident  agents  or 
agents  in  Seattle  or  San  Francisco  (R.,  XXVI,  11019-24). 

In  purchasing  structural  steel,  the  witness  said  that 
he  buys  on  specifications,  because  one  mill  may  be  more 
in  need  of  orders  for  beams  than  for  plates,  and  will  make 
an  especially  low  price  on  beams;  another  mill,  desiring 
plate  tonnage,  will  cut  the  price  two  or  three  dollars  a 
ton  to  get  that  business;  and  that  the  same  differences 
apply  on  sheets  between  mills,  governed  by  the  desire  for 
particular  kinds  of  tonnage  (R.,  XXVI,  11024-5).  He 
has  imported  thousands  of  tons  of  pig  iron  from  Ger- 
many, England  and  Scotland,  as  well  as  from  Alabama. 
The  price  at  the  furnace  in  Germany  is  invariably  several 
dollars  a  ton  higher  than  in  Alabama,  but  the  delivered 
price  at  Portland  lower  than  Alabama,  because  of  the 


Digitized  by  Microsoft® 


391 

difference  in  transportation  charges.  The  same  situation 
applies  on  coke  (R.,  XXVI,  11025-6). 

He  said  that  he  has  built  railroad  bridges  for  differ- 
ent lines,  including  two  or  three  bridges  for  the  Harri- 
man  Lines,  because  of  inability  of  the  American  Bridge 
Co.  to  make  quick  deliveries  under  their  contracts.  Up 
to  1911,  he  bought  very  little  from  the  Steel  Corporation ; 
but  since  then  it  has  made  better  prices,  and  he  has 
bought  from  50  per  cent,  to  60  per  cent,  from  it  (R., 
XXVI,  11027-30). 

George  W.  Simmons,  Vice-President  of  the  Simmons 
Hardware  Co.,  St.  Louis,  wholesale  hardware  merchant 
and  manufacturer,  with  branch  houses  in  New  York  City, 
Philadelphia,  Toledo,  Minneapolis,  Sioux  City,  Wichita, 
and  factories  at  other  places  (R.,  XXIII,  9401-2),  said 
that  his  company  does  business  in  every  county  and  al- 
most every  city  in  the  United  States,  having  about  50,000 
customers,  and  is  considerably  the  largest  concern  in  its 
line  in  this  country,  and  probably  in  the  world  (R., 
XXIII,  9403-5).  It  purchases  sheet  steel,  tin  plate,  nails, 
barbed  wire,  smooth  wire  and  fencing,  and  buys  a  por- 
tion of  its  supplies  from  the  American  Sheet  &  Tin  Plate 
Co.  and  American  Steel  &  Wire  Co.,  but  from  no  other 
subsidiaries  of  the  Corporation  (R.,  XXIII,  9405-6).  He 
said  that  he  has  seen  some  of  the  quotations  submitted, 
and  that  tabulations  of  the  various  prices  quoted  from 
time  to  time  for  the  last  four  or  five  years  had  been  sub- 
mitted to  him  by  subordinates  (R.,  XXIII,  9407)  ;  that 
he  was  previously  in  touch  with  prices,  but  tabulated 
figures  were  not  regularly  placed  before  him  ( R.,  XXIII, 
9407-8) ;  that  he  had  quotations  from  various  mills  on 
various  products  above  named,  and  has  never  known  them 
to  be  uniform;  that  they  are  always  varying  (R.,  XXIII, 
9408 ) .  He  has  had  tin  plate  manufactured  for  his  com- 
pany under  its  own  brands,  and  also  woven  fencing.  He 
mentioned  five  companies  quoting  on  tin  plate,  and  thir- 
teen on  sheets  (R.,  XXIII,  9409-10).  The  variations  in 
quotations  on  sheets  are  from  five  to  twenty  cents  a 
hundred.    At  times  two  or  three  out  of  the  whole  num- 
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ber  of  bidders  quote  the  same  price,  but  the  same  two 
do  not  always  agree  at  different  times  (K.,  XXIII,  9411). 

He  said  that  purchases  in  all  lines  are  made  on  a 
competitive  basis  (R.,  XXIII,  9412),  and  named  six 
large  concerns  from  which  he  received  varying  quotations 
on  nails,  barbed  and  smooth  fence  wire,  fence  staples  and 
poultry  netting  staples,  with  an  additional  competitor 
quoting  on  the  latter  (R.,  XXIII,  9411,  12).  He  buys 
the  bulk  of  his  wire  rope  on  competitive  basis  from 
Broderick  &  Bascom  and  A.  Leschen  &  Sons  of  St.  Louis 
(R.,  XXIII,  9412),  buys  horse  shoes  from  three  different 
companies,  largely  from  competitors  of  the  Steel  &  Wire 
Co. ;  poultry  netting  from  three  different  companies, 
brads  and  tacks  from  two;  clotheslines  from  four;  door 
springs  from  two  (R.,  XXIII,  9413-15). 

Joseph  F.  Guffey,  of  Pittsburgh,  General  Manager 
since  1901,  of  the  Philadelphia  Co.,  a  holding  and  operat- 
ing company  which  owns  the  street  railway  system,  the 
electric  light  system,  and  the  artificial  gas  system,  of 
Pittsburgh,  and  produces,  transports  and  sells  natural 
gas,  being  the  largest  gas  company  in  the  world, — testi- 
fied that  his  company  uses  both  wrought  iron  and  steel 
pipe,  and  that  he  has  been  familiar  with  the  contracts 
for  the  same  since  1901 ;  that  during  that  period  his  com- 
pany has  had  quotations  from  thirteen  different  con- 
cerns and  gets  them  from  eleven  at  the  present  time.  He 
said  that  their  contracts  and  orders  are  always  made 
on  a  competitive  basis  and  that  quotations  in  response 
to  inquiries  have  always  varied  since  he  has  been  con- 
nected with  the  company  (R.,  XX,  8084-5). 

He  identified  Defendants'  Exhibit  121  (D.  E.,  V, 
443),  as  a  typical  form  of  inquiry  sent  to  the  different 
competitors,  with  the  prices  quoted  on  respective  articles 
by  the  Youngstown  Sheet  &  Tube  Co.  When  replies 
similar  to  this  are  received  from  the  different  bidders, 
he  said  that  they  are  tabulated  by  the  purchasing  agent, 
and  that  he  then  indicates  on  them  the  firm  which  is  to 
get  each  item.  He  produced  Defendants'  Exhibits  122 
to  140,  both  inclusive  (D.  E.,  V,  444-62),  as  all  of  the 
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tabulated  quotation  sheets  he  could  find,  the  same  run- 
ning from  June  26,  1909,  to  March  25,  1913  (R.,  XX, 
8086-7). 

He  said  that  price  and  delivery  are  the  elements  in 
determining  the  bidder  to  whom  he  awards  contracts 
(R,  XX,  8093).  The  amount  of  his  purchases  ranges 
between  a  minimum  of  700  tons  in  1908,  and  a  maximum 
of  over  25,000  tons  in  1905  (R.,  XX,  8095) .  About  60  per 
cent,  of  his  purchases  are  wrought  iron,  the  remainder 
steel.  He  stated  that  National  Tube  Company  had  not 
manufactured  iron  pipe  for  three  or  four  years;  that  the 
two  classes  of  pipe  are  competitive  in  the  smaller  sizes. 
He  gave  the  names  of  the  different  companies  from  which 
he  purchased  pipe,  with  the  material  used  in  manufactur- 
ing the  pipe,  as  follows : 

A.  M.  Byers  Co.,  iron  only ; 
La  Belle  Iron  Works,  iron  and  steel; 
Mark  Manufacturing  Co.,  iron  only; 
Monongahela  Tube  Co.,  iron  only; 
National  Tube  Company,  steel  only; 
Reading  Iron  Co.,  iron  and  steel; 
Republic  Iron  &  Steel  Co.,  iron  and  steel; 
South  Chester  Tube  Co.,  chieflly  iron — some  steel; 
Spang,  Chalfont,  iron  and  steel; 
Wheeling  Steel  &  Iron  Co.,  iron  and  steel ; 
Youngstown  Sheet  &  Tube  Co.,  iron  and  steel. 
(R.,  XX,  8101-3). 

To  illustrate  the  extent  to  which  iron  and  steel  pipe 
have  been  competitive  in  the  purchases  of  his  Company, 
he  gave  at  pages  8104-6  the  tonnage  of  iron  and  steel 
pipe,  respectively,  ordered  in  response  to  the  quotations 
tabulated  on  Exhibits  122-40.  In  addition  he  said  that 
his  company  had  used  large  size  cast  iron  and  riveted  pipe 
(R.,  XX,  8109-10). 

James  H.  Reed,  Jr.,  Purchasing  Agent  of  the  Phila- 
delphia Company  since  June,  1909,  testified  that  Defend- 
ants' Exhibits,  122  to  140,  were  taken  from  the  files  in 
his  office  and  were  all  the  tabulations  made  since  he  had 
been  purchasing  agent;  that  he  never  saw  one  made  dur- 
ing the  time  his  predecessor  was  in  office.    He  said  that 

Digitized  by  Microsoft® 


394 


the  quotation  sheets  produced  do  not  cover  all  the  pur- 
chase of  pipe,  as  at  times,  when  they  ran  over  the  amount 
contracted  for  and  needed  an  immediate  supply,  he  made 
inquiries  as  to  prices  over  the  telephone  and  placed  the 
orders.  There  were  very  few  large  transactions  of  this 
kind,  but  quite  a  good  many  small  ones  aggregating 
5,000  or  6,000  tons  (E.,  XX,  8119-22). 

William  H.  Smith,  Vice-President  of  W.  M.-Pattison 
Supply  Company  of  Cleveland,  in  charge  of  purchases 
since  1897,  jobber  of  mill,  mine,  factory,  and  railroad 
supplies  and  machinery,  testified  that  he  handles  pipes 
and  tubes,  cold  rolled  steel  and  shafting,  nails,  wire, 
spikes,  track  bolts,  etc. ;  that  he  purchases  always  on 
competitive  basis  to  sell  again;  and  that  he  has  strong 
competition  in  his  trade  with  other  Cleveland  jobbers  as 
well  as  those  in  other  cities  (E.,  XXI,  8363-5). 

He  stated  that  quotations  on  pipe  have  been  the  same 
at  times;  at  times  differences  of  a  dollar  a  ton,  and  at 
other  times  f  2  a  ton ;  at  still  other  times  special  2-1/2  per 
cent,  or  5  per  cent,  discount.  His  business  is  solicited 
by  the  representatives  of  ten  or  twelve  manufacturers. 
As  a  rule,  he  takes  quotations  from  six  or  seven.  In 
placing  a  considerable  contract  he  might  take  bids  from 
ten  or  eleven.  Price  changes  are  made  by  some  manu- 
facturer sending  out  a  printed  card  showing  base  price, — 
others  follow.  It  is  sometimes  two  or  three  weeks  before 
all  the  changes  are  made.  Sometimes  the  change  will 
first  be  made  by  the  Youngstown  Sheet  &  Tube,  some- 
times by  the  National  Tube,  at  other  times  by  Spang, 
Chalfant,  or  Mark  Manufacturing  Co.  (E.,  XXI,  8366-7). 
Card  price  lists  on  pipe  have  changed  four  to  six  or  seven 
times  a  year  in  all  the  years  (E.,  XXI,  8381-2) . 

He  said  that  when  he  has  a  considerable  contract  and 
asks  for  quotations,  there  are  various  discounts  quoted 
by  the  different  mills  from  this  card  base  price  so  sent 
out.  The  variation  is  greater  in  times  of  depression. 
This  applies  in  practically  every  year,  except  in  the  lat- 
ter part  of  1906,  and  the  year  1907,  and  perhaps  1902, 
when  it  was  impossible  to  get  pipe  fast  enough,  and  in 
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some  cases  he  had  to  pay  more  than  the  card  price  to  get 
it  from  people  he  had  not  been  buying  from  regularly. 
At  those  times,  the  mills  were  oversold  and  could  not 
make  deliveries.  Over  the  period  of  ten  years,  he  has 
bought  on  an  average  not  more  than  10  per  cent,  from 
the  National  Tube  Co.  for  the  reason  that  he  could  buy 
cheaper  from  others  (R.,  XXI,  8368-70) .  He  has  bought 
more  from  the  Youngstown  Sheet  &  Tube  Co.  than  any- 
one else;  the  next  largest  amount  from  A.  M.  Byers  & 
Co.;  also  from  Spang,  Chalfant,  Mark  Manufacturing 
Co.,  Central  Tube  Co.,  Longmead  Iron  Co.,  and  La  Belle 
Iron  Works  (R.,  XXI,  8370). 

After  receiving  quotations  he  always  negotiates  with 
one  or  more  manufacturers  to  get  a  still  better  price,  and 
usually  succeeds.  He  buys  cold  rolled  steel  and  shaft- 
ing, after  receiving  varying  quotations  from  Jones  & 
Laughlin,  Republic  Iron  &  Steel  Co.,  and  Union  Drawn 
Steel  Co.  He  has  bought  not  over  5  per  cent,  from  the 
American  Steel  &  Wire  Co.  during  the  last  ten  years,  the 
price  of  the  latter  being  always  high  and  the  prices  of 
others  always  varying  (R.,  XXI,  8371). 

In  purchasing  wire  goods,  such  as  nails,  spikes,  wire 
and  wire  ropes,  he  has  had  varying  quotations.  Prior  to 
1903,  he  bought  from  the  American  Steel  &  Wire  Co. 
Then  Youngstown,  and  later  Jones  &  Laughlin  and  Pitts- 
burgh Steel  came  into  the  market.  Variations  in  quota- 
tions have  been  general,  and  the  competition  active 
(R.,  XXI,  8372-3). 

William  A.  Limn,  Assistant  Purchasing  Agent  of  the 
Chicago,  Milwaukee  &  St.  Paul  Railway  for  about  twenty 
years,  testified  that  for  two  or  three  years  he  has  had 
very  largely  the  management  of  the  business,  owing  to 
the  practical  retirement  of  Mr.  Crocker,  the  purchasing 
agent,  and  that  he  was  about  as  familiar  with  buying 
and  quotations  in  the  ten  years  prior  to  the  retirement 
of  Mr.  Crocker  as  at  present  (R.,  XXII,  9228-9). 

He  buys  plates,  structural,  bars,  axles,  sheets,  wheels, 
tin  plate,  wire  nails,  fence  wire,  boiler  tubes  and  wrought 
pipe;  buys  at  times  on  contracts,  at  other  times  in  the 
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open  market,  governed  by  general  business  conditions. 
In  either  case,  quotations  are  always  obtained  from  the 
various  manufacturers.  Requests  for  quotations  are  very 
general.  He  aims  to  get  figures  from  all  the  important 
manufacturers,  and  during  the  past  twelve  years,  it  has 
been  his  experience  that  these  quotations  have  been  vary- 
ing. There  are  very  many  agents  of  mills  who  call  on 
him  and  solicit  business.  Some  of  them  come  two  or 
three  or  four  times  a  week,  seeking  orders.  After  re- 
ceiving the  bids,  they  are  tabulated  and  the  lowest  bidder 
obtains  the  order,  except  that  there  are  sometimes  emer- 
gency cases  where  bids  are  not  obtained. 

It  is  his  function  to  determine  who  is  to  get  the  or- 
ders, and  he  acts  independently,  on  his  own  judgment.  At 
times  when  some  person  or  corporation  has  been  the 
lowest  bidder,  other  bidders  have  reduced  their  prices 
to  meet  the  price  named  by  such  lowest  bidder  (E.,  XXII, 
9230-2). 

He  recalled  six  mills  from  which  he  has  bought  bars 
on  a  competitive  basis  (R.,  9232),  and  twelve  from  which 
he  has  bought  plates,  business  going  to  the  lowest  bid- 
der (R.,  XXII,  9233),  and  six  from  which  he  has  bought 
structural  in  like  manner  (R.,  XXII,  9233-4). 

He  has  purchased  car  axles  from  four  manufacturers 
on  the  same  competitive  basis  (R.,  XXII,  9234-5),  and 
has  bought  angle  bars  of  Illinois  Steel  Co.  and  Cam- 
bria, and  patent  rail  joints,  which  are  used  for  the  same 
purpose,  of  different  manufacturers,  the  tonnage  being 
about  equally  divided  between  the  two  classes  of  prod- 
uct. These  purchases  are  also  made  from  the  lowest 
bidder  on  quotations  (R.,  XXII,  9235-7).  He  has 
bought  malleable  iron,  wrought  iron,  and  steel  tie  plates; 
about  three-fourths  of  his  purchases  have  been  malleable 
iron;  20  per  cent,  steel  and  5  per  cent,  wrought  iron; 
and  of  the  steel  plates  the  Illinois  Steel  Co.  has  fur- 
nished about  40  per  cent,  or  8  per  cent,  of  the  total. 
Malleables  are  more  expensive   (R.,  XXII,  9237-9). 

He  has  bought  tin  plate  of  Follansbee  Bros.,  and 
various  jobbers;  but  none  from  the  American  Sheet  & 
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Tin  Plate  Co. ;  woven  wire  fence  from  the  American 
Steel  &  Wire  Co.,  and  the  Pittsburgh  Steel  Co.,  securing 
varying  quotations  but  purchasing  according  to  his  judg- 
ment as  to  quality,  as  the  fence  varied  (P.,  XXII, 
9239-40). 

He  has  bought  nails  and  barbed  wire  from  5  com- 
panies which  he  named,  on  a  competitive  basis,  the  bids 
usually  varying  (E.,  XXII,  9240). 

He  has  purchased  sheet  steel  of  5  companies  which 
he  named,  on  the  basis  of  the  best  price  he  could  obtain. 
He  did  not  mention  the  American  Sheet  &  Tin  Plate 
Co.  as  one  of  his  sources  of  supply  (P.,  XXII,  9240). 

He  has  bought  boiler  tubes  from  6  different  compa- 
nies on  a  competitive  basis,  also  wrought  iron  pipe  and 
wrought  steel  pipe,  in  the  same  manner  from  several 
different  mills. 

Previous  to  the  last  four  years  he  used  iron  pipe, 
since  then,  steel  pipe  (E.,  XXII,  9240-1). 

He  has  purchased  steel  wheels  on  a  competitive  basis 
from  three  different  companies.  The  railroad  company 
manufactures  its  own  iron  car  wheels  (E.,  XXII, 
9241-2). 

On  cross-examination,  with  one  or  two  exceptions  in 
the  year  1913,  he  was  unable  to  recall  the  specific  bids 
received  or  prices  paid  for  these  various  products  (E., 
XXII,  9245-54). 

Samuel  Porcher,  of  Philadelphia,  Purchasing  Agent 
of  the  Pennsylvania  Eailroad  Co.  since  July  21,  1913, 
and  from  March,  1894,  to  that  date  Assistant  Purchas- 
ing Agent  of  the  same  company  (E.,  XIX,  7717),  tes- 
tified that  he  has  been  familiar  with  the  purchases  of 
all  steel  supplies  with  the  exception  of  steel  rails — the 
negotiations  for  rails  and  the  distribution  of  the  same 
being  made  by  the  President  (E.,  XIX,  7718).  On  all 
other  steel  supplies  the  distribution  of  the  business 
and  the  prices  are  left  to  the  Purchasing  Agent. 
As  to  them  it  is  the  custom  to  seek  competitive  bids  from 
the  different  manufacturers  of  steel  products  before  plac- 
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ing  the  order.  These  purchases  are  extensive  (R.,  XIX, 
T719).  He  said  that  Defendants'  Exhibit,  119  (D.  E., 
V,  441)  was  prepared  from  the  records  of  the  company, 
and  that  he  believed  it  to  be  a  fairly  accurate  statement 
of  their  steel  purchases  other  than  rails  during  the  period 
from  1901  to  1913,  although  he  did  not  mean  to  vouch 
to  the  last  degree  for  the  accuracy  of  the  figures.  An 
inspection  of  this  exhibit  shows  the  purchases  divided 
into  six  classes :  Sheets  and  plates ;  bars ;  structural  ma- 
terial; axles,  splice  bars;  tie  plates.  Their  annual  pur- 
chases are  very  large  in  all  these  lines  (E.,  XIX,  7720). 

Mr.  Porcher  said  that  the  American  Bridge  Co.,  Na- 
tional Tube  Co.,  Carnegie  Steel  Co.,  American  Steel  & 
Wire  Co.,  and  American  Sheet  &  Tin  Plate  Co.,  during 
the  last  eight  or  nine  years  have  submitted  frequent  bids 
for  the  various  requirements  of  the  Pennsylvania  Rail- 
road Co.,  and  at  the  same  time  quotations  have  been  re- 
ceived from  other  manufacturers  of  the  products  pro- 
duced by  the  subsidiaries  above  named,  and  the  pur- 
chases of  such  articles  have  been  made  on  a  competitive 
basis.  The  three  elements  governing  the  placing  of  orders 
were  stated  by  Mr.  Porcher  as  follows: 

"We  want  the  right  kind  of  material,  at  the 
right  place,  at  the  right  time,  and  then  we  want 
to  get  it  for  the  smallest  amount  of  money  that 
we  can"  (R.,  XIX,  7720-21). 

When  asked  as  to  the  method  practiced  by  his  office 
in  tabulating  or  contrasting  bids  received,  he  said : 

"We  get  these  bids  in,  the  quotations,  and  then 
tabulate  them  on  a  standard  form  that  we  have, 
which  shows  the  name  of  the  bidder,  or  rather  the 
name  of  the  company  that  we  have  asked  quota- 
tions of,  whether  he  sends  in  a  bid  or  not,  and 
then  the  price  that  he  quotes;  the  quantity  of 
material,  the  kind  of  material  that  we  are  asking 
for  and  the  place  to  which  it  is  to  go,  that  is,  the 
place  at  which  it  is  needed  and  the  place  where 
they  will  manufacture  it,  and  where  they  will  de- 
liver it  to  us,  and  at  what  time  they  will  deliver 
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it  and  under  what  conditions,  and  the  prices  that 
they  will  make  for  this  material.  There  may  be 
some  other  little  points  that  I  do  not  recall  just 
now"   (R.,  XIX,  7721). 

Mr.  Porcher  further  stated  that  for  the  last  eight  or 
ten  years  the  quotations  that  have  been  made  to  him  on 
the  products  in  which  the  Steel  Corporation's  subsidiaries 
above  named  have  bid,  have  varied  in  price  and  are  still 
varying,  and  he  has  observed  no  indication  that  these  sub- 
sidiary companies  of  the  Steel  Corporation  have  com- 
bined with  their  competitors  to  fix  the  prices  to  be  quoted 
on  their  respective  products  (R.,  XIX,  7721-2). 

Mr.  Porcher  had  also  had  made  and  produced  De- 
fendants' Exhibit,  120  (D.  E.,  V,  442,  R.,  XIX, 
7722),  which  shows  the  distribution  of  the  rail 
orders  of  the  Pennsylvania  Railroad  lines,  east 
of  Pittsburgh,  for  the  years  1901  to  1913,  from 
which  it  appears  that  in  1908  no  rails  were  purchased, 
and  that  during  1910, 1912  and  1913  none  were  purchased 
from  the  Carnegie  Co.,  the  supply  being  obtained  from 
Bethlehem,  Cambria,  Lackawanna,  Pennsylvania  and 
Maryland.  The  Bethlehem  Co.  has  had  part  of  the  rail 
orders  each  year  since  1909;  Cambria  every  year  except 
1908,  when  none  were  purchased;  Lackawanna  every  year 
with  that  exception,  since  1904 ;  Pennsylvania  and  Mary- 
land every  year  except  1908. 

Out  of  total  purchases  from  1901  to  1913,  amounting 
to  1,433,491  tons,  Carnegie  has  secured  331,837  tons,  or 
somewhat  less  than  one-fourth. 

On  cross-examination  he  said  he  did  not  know  posi- 
tively whether  any  of  the  original  papers  relating  to 
purchases  were  kept  for  more  than  two  years,  and  that 
the  papers  which  would  be  the  basis  of  the  tabulation 
given  in  Defendants'  Exhibit,  119,  would  constitute  a 
very  large  bulk  and  their  examination  would  require  a 
great  deal  of  time  and  detail.  He  said  he  did  not  exam- 
ine any  of  the  records  or  data  or  original  papers  upon 


Digitized  by  Microsoft® 


400 

which  the  statement  was  based.    When  asked  if  he  could 
speak  as  to  its  accuracy,  he  replied : 

"Yes,  I  can  speak  as  to  its  accuracy  in  that  I 
know  that  the  people  who  prepare  those  things  for 
me  are  thoroughly  reliable  and  accurate.  Then 
another  thing,  Judge,  if  you  will  allow  me,  of 
course  if  the  original  papers  are  destroyed,  the 
information  on  them  has  been  taken  off  before 
their  destruction,  and  the  records,  summation  or 
analysis,  or  whatever  it  may  be,  is  put  down  and 
the  figures  are  kept.  We  have  complete  records  of 
such  items  as  we  buy,  the  amount  of  monej  we 
paid  for  them,  and  so  on  *  *  *  for  all  of 
that  period  and  longer"  (E.,  XIX,  7726-28). 

He  further  stated  on  cross-examination  that  he  had  no 
further  part  in  the  preparation  of  Defendants'  Ex- 
hibit, 120  (E.,  XIX,  7730).  When  asked  from  whom  he 
bought  plates  in  1901,  he  named  Worth  Bros.,  Lukens,  the 
Central  Iron  &  Steel  Co.  at  Harrisburg,  and  said  there 
were  probably  some  people  in  Pittsburgh  (E.,  XIX, 
7731)  ;  that  for  1905  up  to  1911  he  would  give  the  same 
testimony,  but  did  not  know  the  proportions  nor  the 
prices  without  reference  to  the  records  (E.,  XIX,  7733-4)  ; 
that  he  has  bought  very  few  plates  from  Carnegie  since 
1901,  but  has  bought  from  subsidiaries  of  the  Corporation 
some  sheets  and  plates,  bars,  structural  material,  axles, 
splice  bars  and  tie  plates,  and  in  addition  to  the  articles 
mentioned  on  Defendants'  Exhibit,  119,  has  bought  some 
tubing,  pipe,  and  wire,  but  not  much,  if  any,  tin  plate. 
He  further  stated  that  he  recollects  as  a  fact,  that  there 
have  always  been  variations  in  the  prices  paid  from  1905 
to  the  present  time,  but  he  could  not  state  the  extent  of 
the  same  (E.,  XIX,  7734-5).  He  has  had  no  preference 
for  the  Steel  Corporation  in  the  past  eight  or  nine  years. 
He  likes  to  deal  with  them  in  certain  particulars,  and 
in  others  he  does  not  (E.,  XIX,  7738).  Defendants' 
Exhibits,  119  and  120,  were  objected  to  on  the  ground  that 
they  were  secondary  evidence  (E.,  XIX,  7739). 
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The  witnesses  whose  testimony  has  been  abstracted 
above  testified  that  varying  quotations  in  prices  had  been 
made  to  them  on  various  lines  of  steel  products  during 
periods  covered  by  straight  lines  upon  Dr.  Walker's  dia- 
grams.   Dr.  Walker  stated  that  such  straight  lines,  indi- 
cating uniform  quotations  given  in  a  trade  paper  for  a 
substantial  period  of  time,  were  evidence  that  the  market 
at  such  times  was  artificially  controlled  and  not  com- 
petitive.    In  addition  to  the  evidence  given  by  the  wit- 
nesses already  mentioned,  testimony  to  the  same  effect, 
contradicting  the  statements  of  Dr.  Walker,  was  given  by 
a  large  number  of  witnesses  whose  names  appear  upon  the 
appended  table  (infra,  pp.  561-9).     Furthermore,  there 
was  put  to  the  forty-four  witnesses  hereinafter  named  the 
direct  question  whether  actual  purchases  and  sales  were 
made  at  the  prices  then  quoted  in  the  Iron  Age,  and  other 
trade  papers.  They  testified  in  answer  that  it  was  unusual 
for  the  prices  obtained  in  actual  transactions  to  be  the 
same  as  those  quoted  at  the  time  in  the  trade  journals. 
The  names  of  these  witnesses  with  references  to  their 
testimony  are  as  follows : 

Franz  A.  Assmann,  XIX,  7584-5,  95-8. 

Frederick  N.  Beegle,  XX,  8051-2,  62. 

Otto  J.  Bloss,  XIX,  7782-4. 

Clarence  L.  Campbell,  XXIV,  10031,  49-55,  7,  61-4; 

Special  Ex.  Nos.  11-14,  Special  Ex.,  Ill,  103-6 ; 

Gov.  Ex.  No.  115,  Gov.  Ex.,  I,  313. 
Andrew  Carrigan,  XXVI,  11090. 
Waddill  Catchings,  XVIII,  7536. 
Edward  N.  Chilson,  XVIII,  7384. 
Samuel  G.  Cooper,  XX,  8179-80. 
Pliny  O.  Dorman,  XXI,  8433. 
Leigh  H.  Elliott,  XXI,  8514-5. 
William  H.  Foster,  XXIV,  9892-8. 
Eugene  McK.  Froment,  XVIII,  7244-5. 
Robert  Garland,  XX,  8044. 
Frank  H.  Gordon,  XIX,  7858-9,  66. 
Isaac  G.  Haas,  XX,  8315,  24-5. 
John  L.  Haines,  XX,  8032-3. 
Eugene  E.  Hinkle,  XVIII,  7143-5. 
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William  S.  Horner,  XXIII,  9806,  14. 

Octavus  N.  Hutchinson,  XVIII,  7039-40. 

Harry  Inman,  XX,  8138. 

George  Israel,  XX,  8279. 

John  C.  Jay,  Jr.,  XX,  7974-5. 

John  G.  Jennings,  XXI,  8601. 

Oliver  J.  Johnson,  XXIV,  9842,  52-60,  Special  Ex. 

No.  10,  Special  Ex.,  Ill,  102. 
Silas  J.  Llewellyn,  XXVI,  10959. 
William  W.  Lukens,  XIX,  7819-20. 
Victor  Mauck,  XIX,  7832-3. 
James  D.  Moore,  XXV,  10560-1. 
Henry  S.  Northrop,  XVIII,  7181. 
John  M.  Olmsted,  XXIV,  10172-3. 
Edward  L.  Parker,  XX,  8002,  6. 
Edward  V.  Peters,  XVIII,  7119-20. 
Joseph  S.  Ealston,  XXI,  8497. 
Charles  S.  Eindsfoos,  XXI,  8791-3,  5,  8821;  Gov. 

Ex.  No.  246,  Gov.  Ex.,  V,  Part  1,  1653. 
Charles  W.  Schofield,  XXI,  8627-9. 
William  B.  Shafer,  Jr.,  XVIII,  7308-9. 
George  W.  Simmons,  XXIII,  9454,  60-1. 
James  I.  Stephenson,  XXII,  8964-5. 
Charles  H.  Todd,  XX,  8129-30,  3-4. 
Chester  A.  Wales,  XIX,  7642,  5-6. 
Charles  M.  Wambaugh,  XXI,  8774. 
Ealph  K.  Weber,  XXIII,  9653,  79-80. 
Harry  D.  Westfal,  XIX,  7882,  99,  7902-3. 
Albert  S.  White,  XXV,  10707-8,  11,  13. 
F.  C.  Worthington,  XXIII,  9628-9,  32-3,  5,  7,  40,  4. 

Testimony  similar  to  that  of  the  witnesses  whose  evi- 
dence is  abstracted  at  pages  370  to  400  above,  was  given 
by  the  various  witnesses  named  in  the  three  tables  which 
will  be  found  in  the  Appendix  of  this  volume.  These 
tables  contain  the  names  of  one  hundred  and  eighty-two 
general  purchasers  of  steel  products,  forty  officers 
and  sales  agents  of  various  important  competitors,  and 
fifteen  purchasing  agents  of  important  railroad  systems. 
The  pages  of  the  record  at  which  they  testified  as  to  the 
competition  in  the  various  lines  of  steel  products  made 
and  sold  by  the  Steel  Corporation  are  indicated  under 
the  appropriate  heads. 
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As  to  the  Allegation  that  the  Steel  Corporation 
has  obtained  a  monopoly  in  the  manufacture 
and  Sale  of  Iron  and  Steel  Products. 

Very  definite  and  reliable  information  as  to  the  pro- 
duction of  iron  and  steel  by  the  Steel  Corporation  and 
its  competitors  is  available  in  the  records  of  the  Ameri- 
can Iron  and  Steel  Association,  and  statistics  taken 
from  these  records  have  been  proved  and  relied  upon 
by  both  the  Government  and  the  defendants.  This  Asso- 
ciation, which  has  been  in  existence  more  than  forty 
years,  is  supported  by  voluntary  contributions  of  the 
iron  and  steel  manufacturers  of  the  country,  virtually 
all  of  whom  are  members,  and  its  only  function  has  been 
the  collection  of  statistics  relating  to  the  iron  and  steel 
business,  which  it  publishes  annually  from  its  head- 
quarters in  Philadelphia.1 

These  statistics  cover  all  iron  production,  all  semi- 
finished steel  production  and  most  of  the  varieties  of 
finished  production  in  which  the  Steel  Corporation  is 
engaged,  the  principal  exceptions  being  the  manufacture 
of  welded  and  seamless  pipe  and  tubes,  and  the  fabri- 
cation of  structural  steel.  In  these  two  branches,  how- 
ever, the  statistics  of  the  Association  cover  the  manu- 
facture of  skelp,  which  is  the  semi-finished  product  from 
which  welded  pipe  and  tubes  are  made,  and  the  manu- 
facture of  structural  shapes  and  plates,  which  are  the 
principal  supplies  of  the  fabricating  shops. 

There  has  been  put  in  evidence  from  this  source  a 
great  mass  of  statistical  data,  which  shows  in  exhaustive 
detail  the  production  by  the  Steel  Corporation  and  by 
its  competitors  in  each  year  from  the  organization  of 
the  Corporation  in  1901  down  to  the  institution  of  this 
suit  in  1911,  and  in  addition  a  considerable,  although 
less  complete,  quantity  of  statistics  relating  to  the 
periods  before  1901  and  subsequent  to  1911.  The  com- 
prehensive exposition  of  this  body  of  data  is  our  present 
task. 


iGray,  R,  VII,  2841-2;  Swank,  R,  VII,  2868-9. 
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The  conditions  existing  at  three  different  periods 
seem  to  require  consideration, — first,  the  year  1901, 
when  the  Steel  Corporation  was  organized;  second,  the 
year  1906,  the  last  complete  year  that  had  elapsed  before 
the  Bureau  of  Corporations  and  the  Department  of  Jus- 
tice advised  President  Koosevelt  that  their  investigations 
into  the  Steel  Corporation  had  disclosed  no  facts  to 
warrant  a  prosecution  or  civil  action  under  the  Sher- 
man Law2;  and  third,  the  year  1911,  toward  the  close 
of  which  this  action  was  brought. 

The  figures  that  follow  are  all  affected  by  some 
general  considerations.  Thus  in  the  first  place,  the 
great  growth  throughout  the  steel  industry  from  1901 
to  1911  should  be  kept  in  view.  For  example,  it  tells 
but  half  the  story  to  say  that  in  structural  shapes  the 
Steel  Corporation's  percentage  of  the  country's  produc- 
tion shrank  from  62.2  per  cent,  in  1901  to  47  per  cent, 
in  1911,  unless  we  add  that  during  the  same  period  the 
Corporation's  production  of  structural  shapes  increased 
42.7  per  cent,  over  1901,  while  its  competitors'  produc- 
tion increased  164.4  per  cent,  over  1901.3  In  the  second 
place,  the  manner  in  which  the  increase  in  production 
was  attained  is  worthy  of  consideration.  That  is, 
whether  the  growth  in  output  resulted  from  the  na- 
tural growth  of  the  plants  to  serve  a  naturally  growing 
demand,  or  whether  wholly  new  markets  were  developed. 
To  illustrate  again,  it  is  of  at  least  some  interest  to 
know  that  if  the  export  business  which  the  Steel  Corpo- 
ration has  developed  with  such  great  energy5  were  ex- 
cluded, its  percentage  of  structural  shapes  in  1911  would 
be  but  41.5  per  cent.6 

With  these  general  considerations  in  mind,  it  is  our 
plan  now  to  mention  the    particular    products  of  the 


2Koosevelt,  E,  VIII,  2907;  Garfield,  R,  XV,  6191. 

3The  statistics  from  which  the  illustration  in  the  text  is  taken 

appear  in  Deft.  Ex.,  Vol.  Ill,  p.  317. 
5Def  t.  Ex.,  Vol  II,  p.  204,  shows  exports  in  detail. 
"Production  of  shapes  in  1911,  as  shown  by  Deft.  Ex.,  Vol.  Ill, 

p.  317,  after  deduction  of  export  shipments. 

Digitized  by  Microsoft® 


405 

Steel  Corporation's  mills  and  to  show  what  part  of  the 
country's  output  of  each  has  been  produced  by  the  Cor- 
poration and  what  part  by  its  competitors,  at  each  of 
these  three  stages  in  its  history,  the  years  1901,  1906, 
and  1911.  And  in  order  to  avoid  a  tiresome  reiteration 
of  references  to  the  Record,  it  is  to  be  understood  that, 
unless  otherwise  noted,  all  figures  given  below  are 
taken  either  from  the  Government's  Petition,  page  23, 
or  from  the  statistics  produced  by  the  Government's 
witness,  Mr.  William  G.  Gray,  Statistician  of  the  Ameri- 
can Iron  &  Steel  Association  (G.  E.,  VII,  2007-2019; 
2119-2124),  or  that  such  figures  are  mere  mechanical 
calculations  of  percentages  based  upon  figures  thus  proven 
by  the  Government,  the  only  exception  being  that  as  the 
Government  proved  only  the  total  production  of  steel 
in  19117  without  showing  the  tonnages  of  the  various 
finished  products  or  the  proportions  of  the  Steel  Cor- 
poration and  of  its  competitors,  the  defendants  were 
perforce  put  to  it  to  supply  the  omission,  and  did  so 
by  proving  the  appropriate  figures  of  the  American 
Iron  &  Steel  Association,  in  Defendants'  Exhibits,  Vol. 
Ill,  p.  317.  But  in  the  case  of  tubular  products  and 
fabricating  shops,  for  which,  as  stated  above,  that  Asso- 
ciation has  no  statistics  of  production,  special  reference 
is  made  to  the  evidence  of  each  fact  stated. 

The  figures  of  production  that  follow  are  stated  in 
gross  tons. 

Blast  Furnace,  Steel  Works  and  Rolling-Mill  Products. 

1.  Pig-iron. 

The  Corporation's  production  has  been : 

In   1901 6,855,731  tons,  or  43.2%; 

In   1906 11,267,377      "       "    44.5%; 

In   1911 10,744,897      "       "    45.4%. 


7G.  E.,  XII,  2615-2618. 
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Its  competitors  have  produced : 

In   1901 9,074,366  tons,  or  56.8% ; 

In   1906 14,039,814      "       "    55.5%; 

In   1911 12,904,650      "       "    54.6%. 

In  pig-iron,  it  thus  appears  that  the  Corporation  in- 
creased its  production  from  1901  to  1911  by  56.7  per  cent, 
while  its  competitors  increased  43  per  cent.  The  testi- 
mony indicates  that  the  greater  increase  by  the  Corpora- 
tion has  been  due  to  its  desire  to  correct  the  insufficiency 
of  its  own  iron  supply  for  its  steel  works.8 

In  G.  E.,  VII,  2007  and  G.  E.,  VIII,  2244,  a  distinc- 
tion is  made  between  Bessemer  and  basic,  foundry  and 
other  grades  of  pig  iron,  and  it  is  shown  that  in  1901, 
the  Steel  Corporation  made  61.7  per  cent,  of  the  Bessemer 
iron,  40.3  per  cent,  of  the  basic  iron,  and  2.7  per  cent, 
of  the  foundry  iron  made  in  that  year.  As  explained 
by  Mr.  Eoberts  (R.,  XIII,  4940-4943),  the  difference  be- 
tween the  steel  making  iron  and  the  foundry  iron  is 
simply  a  matter  of  silicon  content,  either  kind  of  iron 
being  suitable  for  open-hearth  steel  making,  but  only 
the  more  expensive  low-silicon  iron  being  suitable  for 
foundry  purposes.  There  is  no  difference  whatever  in 
the  type  of  blast  furnace  used  for  making  the  differ- 
ent kinds  of  iron. 

2.  Steel  Ingots  and  Castings. 

Of  steel  ingots  and  castings,  which  are  the  crude  out- 
put of  its  Bessemer  converters  and  open-hearth  furnaces, 
the  Steel  Corporation  produced : 

In  1901 8,854,820  tons,  ,or  65.7% ; 

In  1906 ....13,529,199      "  "    58.1%; 

In  1911 12,753,370      "  "    53.9%. 

Its  competitors  produced : 

In  1901 4,618,775  tons,  or  34.3% ; 

In  1906 9,727,044      "  «    41.9%; 

In  1911 10,922,736      "  "   46.1%. 

"Gayley,  E.,  IX,  3610-11;  Gary,  R,  XII,  4886-7;  Reed,  R.,  XIV, 
5741;  Corey,  R.,  VIII,  3083. 
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The  Steel  Corporation's  increase  between  1901  and 
1911  was  therefore  44  per  cent.,  while  the  increase  of  its 
competitors  was  136.5  per  cent. 

3.  Steel  Rails. 

The  Steel  Corporation  produced: 

In   1901 1,719,076  tons,  or  59.8% ; 

In   1906 1,997,5719     "       "    50.2%; 

In   1911 1,583,942     "       "    56.1%, 

of  which  281,980  tons,  or  9.9  per  cent,  of  the  total  in  1911, 
was  made  np  by  the  production  of  the  new  Gary  plant. 

Its  competitors  produced : 

In   1901 1,153,833  tons,  or  40.2% ; 

In   1906 1,980,3019     "       "    49.8%; 

In  1911 1,238,614      «       "    43.9%. 

Between  1901  and  1911  the  Steel  Corporation's  out- 
put of  rails  shrank  7.9  per  cent.,  while  that  of  its  com- 
petitors grew  7.3  per  cent. 

4.  Structural  Shapes. 

The  Steel  Corporation's  production  of  structural 
shapes,  or  "beams",  was 

In   1901 629,733  tons,  or  62.2%  ; 

In   1906 1,157,271      "       "    54.6%; 

In   1911 898,466      "       "    47    %. 

Its  competitors  produced : 

In   1901 383,417  tons,  or  37.8%  ; 

In   1906 961,501      "  "    45.4%; 

In   1911 1,013,901      "  "    53    %. 

Between  1901  and  1911  the  Steel  Corporation's  pro- 
duction of  structural  shapes  increased  42.7  per  cent., 
while  that  of  its  competitors  increased  164.4  per  cent. 

"Gov't  Ex  Vol.  VII,  p.  2012,  includes  only  Bessemer  rails  for 
1906  while  the  above  figures  include  also  open-hearth  rails. 
Vide  Deft.  Ex.,  Vol.  in,  pp.  318  and  323. 
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5.  Plates  and  Sheets. 

Prior  to  1905  the  statistics  of  the  American  Iron  & 
Steel  Association  made  no  separation  between  plates  and 
sheets.  In  1905  and  subsequent  years  these  products 
were  divided  according  to  their  thickness,  all  of  12  gauge 
(i.  e.,  %  inch  thick)  and  thicker  being  considered  as 
"plates",  while  all  of  13  gauge  and  thinner  were  classed 
as  "sheets".10 

The  Steel  Corporation's  production  of  plates  and 
sheets  was: 

In   1901 1,456,897  tons,  or  64.6% ; 

In   1906 2,354,790      "       "    56.3%; 

In   1911 2,052,115      "       "    45.7%. 

Its  competitors  produced  plates  and  sheets  as  follows : 

In  1901 797,528  tons,  or  35.4% ; 

In   1906 1,827,366      "       "    43.7%; 

In  1911 2,435,934      "       "   54.3%. 

The  Steel  Corporation's  production  increased  from 
1901  to  1911  by  40.9  per  cent,  while  that  of  its  competi- 
tors increased  205.4  per  cent. 

(a)   Plates  Only. 

As  stated  above,  no  separation  was  made  by  the  Ameri- 
can Iron  &  Steel  Association  between  plates  and  sheets 
before  1905.  The  figures  since  that  time  indicate,  how- 
ever, that  the  Steel  Corporation's  diminishing  percent- 
age, just  shown  in  the  combined  products,  applies  to  the 


10An  attempt  was  made  in  Deft.  Ex.,  Vol.  Ill,  p.  315,  by  the 
Comptroller  of  the  Steel  Corporation,  to  separate  the  com- 
bined figures  for  "plates  and  sheets"  into  "plate-mill  prod- 
ucts", "sheet-mill  products",  and  "tin-mill  products",  the 
latter  of  which  is  a  separate  product,  only  slightly  competi- 
tive with  the  "sheet-mill  products".  (Filbert,  E.,  XIV, 
5564-5,  5614-5).  The  line  of  separation  adopted  by  Mr. 
Filbert,  however,  differs  from  that  adopted  by  the  Associa- 
tion, and  to  avoid  confusion,  his  figures  are  not  given  above. 
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two  separately  in  about  equal  degree.     The  production 
of  plates  by  the  Corporation  was: 

In   1905 1,166,019  tons,  or  57.1% ; 

In  1906 1,314,600      "       "    51.9%; 

In   1911 1,023,520      "       "    43.8%. 

Its  competitors  produced : 

In  1905 875,187  tons,  or  42.9%  ; 

In   1906 1,216,952      «       "    48.1%!; 

In  1911 1,310,821      "       "    56.2%. 

(b)  Sheets  Only. 

The  Steel  Corporation  produced : 

In  1905 862,410  tons,  or  57.8%  ; 

In  1906 1,040,190      "       "    63    % ; 

In  1911 1,028,595      "       "    47.8%. 

Its  competitors  produced : 

In  1905 628,614  tons,  or  42.2% ; 

In  1906 610,414      "       "    37    % ; 

In  1911 1,125,113      "       "    52.2% . 

6.  Wire  Bods. 

The  Steel  Corporation's  production  of  wire  rods  has 
been: 

In  1901 1,059,859  tons,  or  77.6%  ; 

In  1906 1,342,391      "       "    71.7%; 

In  1911 1,586,594      "      "    64.7%. 

Its  competitors  have  produced : 

In  1901 306,075  tons,  or  22.4%  ; 

In  1906 529,223      "       "    28.3%; 

In  1911 863,859      "      "    35.3%. 

The  Steel  Corporation's  production  of  wire  rods  in- 
creased 49.7  per  cent,  between  1901  and  1911,  while  the 
production  of  its  competitors  increased  182.2  per  cent,  in 
the  same  period. 
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7.  Other  Boiled  Products. 

As  in  the  case  of  plates  and  sheets,  the  statistics  of 
the  American  Iron  and  Steel  Association  prior  to  1905 
for  "other  rolled  products"  are  indivisible  among  the 
heterogeneous  items  which  are  included  in  that  classifica- 
tion. These  items  include  merchant  bars,  skelp,  hoops, 
bands,  cotton-ties,  splice  bars,  forging  billets,  concrete 
bars,  steel  railroad  ties,  nail  plate  (for  cut  nails),  iron 
rails  and  a  number  of  other  articles  of  minor  importance. 

The  Steel  Corporation's  production  of  "other  rolled 
products"  was: 

In  1901 1,324,393  tons,  or  27.3%  ; 

In  1906 2,582,626      "       "    33.8%; 

In  1911 2,582,707      "       "    35.1%. 

Its  competitors  produced : 

In  1901 3,518,516  tons,  or  72.7%  ; 

In  1906 5,041,841      "       "    66.2%; 

In  1911 4,783,039      "       "    64.9%. 

The  Steel  Corporation's  production  of  these  "other 
rolled  products"  increased  between  1901  and  1911,  95  per 
cent.,  while  its  competitors'  production  increased  but  35.9 
per  cent. 

(a)  Merchant  Bars. 

Beginning  with  1905,  when  the  records  of  the  various 
sub-classes  of  production  became  distinct,  the  Steel  Cor- 
poration's merchant  bar  production  was : 

In  1905 600,754  tons,  or  16.7%  ; 

In  1906 692,158      "       "    17.3%; 

In  1911 653,517      "       "    21.5%. 

Its  competitors'  production  was: 

In  1905 2,992,847  tons,  or  83.3% 

In  1906 3,300,042      "       "    82.7% 

In  1911 2,393,845      "       "    78.5% 


to  . 
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(b)  Skelp. 

Skelp   was  produced  by   the   Steel   Corporation  as 
follows : 

In  1905 744,278  tons,  or  51.8%  ; 

In  1906 878,463      "       "    57.5%; 

In  1911 970,863      "       "    49    %. 

Its  competitors'  production  of  skelp  was: 

In  1905 691,717  tons,  or  48.2%  ; 

In  1906 650,122      "       "    42.5%; 

In  1911 1,009,810      "       "    51    %. 

( c )  Hoops,  Bands  and  Cotton-Ties. 

The  Steel  Corporation's  production  was: 

In  1905 335,978  tons,  or  75.4%  ; 

In  1906 420,456      "       "    72.5%; 

In  1911 366,982      "      "    64.6%. 

Its  competitors  produced: 

In  1905 109,549  tons,  or  24.6%  ; 

In  1906 159,894      "       "    27.5%; 

In  1911 200,902      "       "    35.4%. 

(d)  Splice  Bars. 

The  Corporation  produced : 

In  1905 129,891  tons,  or  65.8%  ; 

In  1906 156,108      "       "    69.4%; 

In  1911 78,480      "       "    48    %. 

Its  competitors  produced : 

In  1905 67,431  tons,  or  34.2%  ; 

In  1906 68,803      "       "    30.6%; 

In  1911 85,090      "       "    52    %. 

(e)  Boiled  Forging  Blooms  and  Rolled  Forging  Bil- 
lets. 

The  Corporation  produced: 

In  1905 0  tons,  or    0    %  ; 

In  1906 75,801      "       "    36.8%; 

Inl911 41,146      "       "    17.8%. 
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Its  competitors  produced: 

In  1905 41,754  tons,  or   100%  ; 

In  1906 130,309      "       "    63.2%; 

In  1911 189,969      "       "    82.2%. 

( f )  Concrete  Bars;  Sheet  Piling;  Steel  Railroad  Ties; 
Spike,  Cham,  Bolt  and  Nut  Rods;  Horseshoe 
Bars;  Strips,  Etc. 

The  Corporation  produced : 

In  1905 236,527  tons,  or  34.6%  ; 

In  1906 357,937      "       "    42    %; 

In  1911 471,719      "       "    35.6%. 

Its  competitors  produced: 

In  1905 447,381  tons,  or  65.4% ; 

In  1906 493,735     "        "    58    % ; 

In  1911 854,667     «        "    64.4%. 

(g)  Nail  Plate  and  Iron  Rails. 

The  Steel  Corporation  produced  no  iron  rails  or  nail 
plate  in  1905,  1906  or  1911.  Other  manufacturers  pro- 
duced 64,860  tons  in  1905,  54,226  tons  in  1906  and  48,756 
tons  in  1911. 

8.  All  Finished  Rolled  Products. 

This  summary  covers  all  of  the  products  of  the  roll- 
ing mills  and  includes  all  of  the  foregoing  items  except 
pig-iron  and  steel  ingots  and  castings. 

The  production  of  all  of  the  Steel  Corporation's  roll- 
ing mills  was : 

In  1901 6,189,958  tons,  or  50.1% ; 

In  1906 9,432,946      "       "  48.1%  ; 

In  1911 8,703,824      "       "    45.7%. 

The  production  of  its  competitors  was: 

In  1901 6,159,369  tons,  or  49.9% ; 

In  1906 10,155,522      "       "    51.9% ; 

In  1911 10,335,347      "       "    54.3%. 
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Between  1901  and  1911  the  Steel  Corporation's 
growth  was  therefore  40.6  per  cent.,  while  its  competi- 
tors' growth  was  67.8  per  cent. 

A  further  analysis  of  this  very  important  summary 
may  be  helpful  in  order  to  ascertain  what  part  of  the 
Steel  Corporation's  production  in  1911  is  to  be  assigned 
to  its  recently  developed  export  business.  The  question 
is  solved  for  us  by  tables  prepared  by  the  statistician  of 
the  American  Iron  Steel  Association,  appearing  in  De- 
fendants' Exhibits,  Vol.  I,  pp.  149-157.  These  show  that 
in  the  year  1911  the  total  American  exports  of  rolled 
products  were  2,063,863  tons,  of  which  1,719,764  tons, 
or  83.4  per  cent,  were  exported  by  the  Steel  Corporation. 

If  these  exports  of  the  Corporation  and  its  competi- 
tors be  disregarded,  and  if  our  consideration  be  confined 
to  American  consumers  only,  the  Steel  Corporation's 
production  for  home  consumption  is  seen  to  be  but  6,984,- 
060  tons,  or  40.9  per  cent,  of  the  rolled  products  consumed 
in  this  country,  while  its  competitors  produced  for  home 
consumption  9,992,248  tons,  or  58.4  per  cent,  of  the 
rolled  products  consumed  in  this  country,  imports  being 
113,998  tons,  or  .7  of  1  per  cent. 

"Secondary"  Products. 

In  addition  to  the  rolling-mill  products  just  consid- 
ered, the  Steel  Corporation  is  engaged  also  in  the  manu- 
facture of  a  number  of  articles  which  are  made  from 
those  rolling-mill  products.  These  are  (a)  steel  wire, 
which  is  drawn  from  the  wire  rods  produced  by  the  roll- 
ing-mill, and  the  various  wire  products,  such  as  nails, 
barb- wire,  field  fence,  poultry  netting  and  wire  rope; 
(6)  tin  plate  and  terne  plate,  in  the  making  of  which 
black  sheets  are  used;  (c)  welded  pipe  and  tubes,  which 
are  made  by  "scarfing"  (or  bevelling),  bending  and 
welding  skelp;  and  seamless  tubes,  made  from  rolled 
billets  or  "blanks"  through  which  a  hole  has  been  drilled 
or  punched;  (d)  locomotive  and  railroad-car  wheels  and 
axles;  (e)  track  bolts  and  spikes;  (/)  cold-rolled  shaft- 
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ing;  (g)  horse-shoes,  and  (h)  fabricated  structural 
work,  consisting  of  plates,  shapes  and  bars  built  up  and 
riveted  into  the  form  desired.  The  Steel  Corporation 
also  manufactures  various  forms  of  insulated  and  unin- 
sulated copper  wire. 

In  some  of  these  "secondary"  products  the  Steel  Cor- 
poration is  a  factor  of  importance,  and  a  knowledge  of 
its  position  in  each  branch  is  necessary.  As  for  wire 
products,  a  gauge  of  its  standing  is  obtainable  from  the 
statistics  of  the  American  Iron  &  Steel  Association  on 
the  production  of  wire  nails,  and  there  is  testimony  to 
show  its  position  in  regard  to  field  fence,  wire  rope, 
poultry  netting  and  the  copper  wire  products.  In  tin 
and  terne  plates  the  American  Iron  &  Steel  Association 
has  complete  figures.  In  welded  and  seamless  tubes 
and  in  fabricated  structural  steel,  no  statistics  of  pro- 
duction have  been  compiled  by  the  American  Iron  & 
Steel  Association,  but  we  have  evidence  as  to  the  size 
and  capacity  of  each  plant  of  the  Steel  Corporation  and 
of  each  competitor.  And  in  axles,  wheels,  bolts,  horse- 
shoes and  cold  rolled  shafting  we  also  have  testimony 
to  show  the  position  of  the  Steel  Corporation  and  of 
its  competitors. 

1.  Wire  Nails. 

The  production  of  wire  nails  by  the  Steel  Corpora- 
tion has  been: 

In  1901 6,446,938  kegs,  or  65.8%  ; 

In  1906 7,524,114      "       "    65.5%; 

In  1911 6,911,916      "       "    51.4% . 

Its  competitors'  production  of  wire  nails  has  been : 

In  1901 3,356,884  kegs,  or  34.2%  ; 

In  1906 3,962,533      "       "    34.5% ; 

In  1911 6,536,862      "       "    48.6% . 

Between  1901  and  1911,  the  Steel  Corporation's  pro- 
duction of  wire  nails  increased  7  per  cent.,  while  its 
competitors'  production  increased  94.7  per  cent. 
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2.  Field  Fence,  Wire  Rope,  Poultry  Netting,  and 
Other  Steel  Wire  Products. 

The  American  Iron  &  Steel  Association  has  com- 
piled no  statistics  on  these  miscellaneous  wire  products, 
but  testimony  was  given  to  show  the  standing  of  the 
Steel  Corporation  in  the  various  branches  of  the  wire 
business.  Thus  Mr.  Farrell  testified11  that  of  the  domes- 
tic business  in  these  products,  the  American  Steel  &  Wire 
Company,  the  only  Steel  Corporation  subsidiary  that 
makes  wire,  had  approximately  the  following  percent- 
ages in  1900  and  in  1911 : 

1900  1911 

Bright  and  annealed  wire 40%  30% 

Galvanized,  tinned  wire 54%  42% 

Furniture  springs 0%  25% 

Round  wire,  straightened  and  cut.  .20%  0% 

Cold  rolled  wire 0%  20% 

Wire  tacks 10%  20% 

Eivets  and   spikes 2%  2% 

Field  fence 12%  35% 

Poultry  netting 4%  7% 

Bale  ties 35%  40% 

Flats  and  shapes 30%  20% 

Mr.  George  M.  Wright,  of  Worcester,  Massachusetts, 
a  competitor  in  the  manufacture  of  poultry  netting,  tes- 
tified12 that  of  the  40,000  tons  of  poultry  netting  now 
made  in  this  country,  his  company,  the  Wright  Wire 
Company,  produced  about  one-sixth  and  that  he  believed 
that  the  Steel  Corporation  produced  about  the  same 
amount.  This  included  production  for  both  domestic 
and  export  trade.  Mr.  George  A.  Cragin,  of  the  Ameri- 
can Steel  &  Wire  Company,  called  as  a  witness  for  the 
Government,  testified  (B.,  I,  309)  that  during  the  con- 
tinuance of  the  wire-rope  pool  which  was  abandoned  in 


"It.,  X,  3900-3909. 
12K.,  XIX,  7669. 
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the  year  190913,  the  American  Steel  &  Wire  Company  had 
between  22  per  cent,  and  24  per  cent,  of  the  production 
of  wire  rope  that  was  represented  in  that  association. 

3.  Tin  and  Terne  Plate. 

The  Steel  Corporation's  production  of  tin  and  terne 
plate  has  been : 

In  1901 296,633  tons,  or  73    %  ; 

In  1906 (tonnage  not  proved)  1474.5%  ; 

In  1911 476,036  tons,  or  60.7% . 

Its  competitors'  production  has  been : 

In  1901 107,658  tons,  or  27    %  ; 

In  1906 (tonnage  not  proved)  1425.5%  ; 

In  1911 307,924  tons,  or  39.3% . 

Between  1901  and  1911,  the  production  of  tin  plate  by 
the  Steel  Corporation  increased  63.2  per  cent.,  while  that 
of  its  competitors  increased  186  per  cent. 

4.  Tubular  Products. 

Neither  the  American  Iron  and  Steel  Association  nor 
any  other  person  has  any  statistics  to  show  the  total  ton- 
nage of  production  of  any  kind  of  tubular  products,  or 
the  percentage  of  the  individual  makers,  and  we  are  there- 
fore compelled  to  resort  to  evidence  as  to  capacities  of 
the  various  plants,  as  to  which  the  record  contains  a  con- 
siderable quantity  of  information. 

There  are  three  important  varieties  of  tubular  pro- 
ducts,— welded  or  "wrought,"  seamless,  and  cast,  and 
these  three  varieties  are  to  a  large  extent  competitive  with 
one  another,  as  they  are  also  to  a  less  extent  with  wood 
and  brass  pipe  and  riveted  pipe.15  The  Steel  Corporation 


13K  G.  Eoebling  testified  (E.,  I,  266-7)  that  this  pool  was  dis- 
banded in  1906  or  1907,  having  been  formed  about  1889  (E., 
I,  277-8). 

14Def't.  Ex.,  Vol.  HI,  p.  318. 

"Farrell,  E.,  X,  3928-9;  Worcester,  E.,  XXVII,  11370,  11418-20. 
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makes  welded  and  seamless  pipe  and  tubes,  but  makes  no 
cast  pipe.16 

The  percentage  of  the  country's  capacity  for  the  manu- 
facture of  the  welded  or  wrought  and  of  the  seamless 
product,  in  the  year  1901,  is  stated  in  the  Petition,  page 
23,  as, 

Steel  Other 
Corporation.  Makers. 
Wrought  pipe  and   tubes,   ca- 
pacities             57.2%  42.8% 

Seamless  tubes,  capacities 82.8%  17.2% 

The  record  contains  no  information  as  to  the  per- 
centage of  the  country's  capacity  controlled  by  the  Steel 
Corporation  in  1906,  except  the  figures  quoted  in  the  re- 
port of  the  Bureau  of  Corporations  of  1911,  the  correct- 
ness of  which  figures  has  not  been  proved  in  any  way, 
although  the  report  itself  was  offered  in  evidence  by  the 
Government  over  defendants'  objection.17  For  the  year 
1906  the  capacities  are  stated  as  follows : 

Steel  Other 
Corporation.  Makers. 
Wrought   pipe    and    tubes,  ca- 
pacities             52.4%  47.6% 

Seamless  tubes,  capacities 65.5%  34.5% 

This  report  contains  no  figures  for  the  year  1911,  but 
for  1910  the  capacities  are  stated18  as  follows : 

Steel  Other 
Corporation.  Makers. 
Wrought  pipe  and  tubes,   ca- 
pacities             38.2%  61.8% 

Seamless  tubes,  capacities 55.3%  44.7% 

For  the  year  1911,  our  information  is  contained  in  a 
detailed  statement  prepared  by  the  Vice-President  of  the 


"Worcester,  E.,  XXVII,  11419. 

17R.,  VII,  2835-6.     The  percentages  are  stated  on  page  365  of 

that  report. 
18These  figures  are  corroborated  by  Deft.  Ex.,  Vol.  IX,  pp.  732-8, 

and  by  Gov't.  Ex.,  Vol.  XIV,  p.  2823. 
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National  Tube  Company,  Mr.  Edward  Worcester,  show- 
ing the  capacity  of  each  furnace  owned  by  each  manu- 
facturer in  the  United  States19  as  follows : 

Steel  Other 

Corporation.  Makers. 

Wrought  pipe  and  tubes,  capacities. .     36.6%  63.4% 

Seamless  tubes,  capacities 53.4%  46.6% 

In  addition  to  showing  percentages  of  capacity,  this 
statement  shows  also  the  tonnage  of  capacity  for  the 
years  1901  and  1911,  as  follows : 

TJ.  S.  Steel 

Corporation :  1901.  1911. 

Welded, 985,150  tons  or  56.8%  1,340,000  tons  or  36.6% 

Seamless, 33,800     "     "   82.8%  68,200    "      "    53.4% 

Other  Makers:  1901.  1911. 

Welded, 749,068  tons  or  43.2%  2,321,614  tons  or  63.4% 

Seamless, 7,000     "      "    17.2%  59,500     "       "    46.6% 

The  Steel  Corporation's  capacity  for  making  welded 
pipe  and  tubes  therefore  increased  36  per  cent,  from  1901 
to  1911,  while  that  of  its  competitors  increased  209.9  per 
cent,  in  the  same  period.  In  seamless  tubes  the  Steel 
Corporation's  capacity  during  this  decade  increased 
101.7  per  cent,,  while  its  competitors'  increased  750  per 
cent. 

In  1911,  the  Steel  Corporation  exported  125,528  tons 
of  its  production  of  tubes,20  approximately  15  per  cent, 
of  its  production.21 

The  estimates  thus  made  by  Mr.  Worcester  were  either 
confirmed  or  strengthened  by  representatives  of  tube- 
making  competitors,  called  to  testify  by  the  Government 
and  the  defendants.  Thus  Mr.  Henry  Chalfant22  esti- 
mated the  capacity  of  Spang,  Chalfant  &  Company  in 
1912  at  200,000  tons,  while  Mr.  Worcester  had  credited 
that  Company  with  only  192,480  tons  in  1911.23     And 

19Def't.  Ex.,  Vol.  VIII,  pp.  617-8;  See  also  Deft.  Ex.,  Vol.  IE, 

p.  320,  and  Gov't.  Ex.,  Vol.  XIV,  p.  2823. 
20Deft.  Ex.,  Vol.  II,  p.  204. 
"Annual  report  for  1911,  page  17. 
22R.,  VI,  2481. 
23Def't.  Ex.,  Vol.  VIII,  p.  618. 
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Mr.  Anson  Mark,  of  the  Mark  Manufacturing  Company, 
whose  capacity  Mr.  Worcester  had  put  at  only  142,519 
tons23  testified  that  his  Company's  present  capacity  is  be- 
tween 160,000  and  180,000  tons.24 

In  this  consideration  of  tubular  products,  only  welded 
and  seamless  pipe  and  tubes  have  been  considered.  If, 
in  addition,  the  country's  output  of  cast  pipe  were  also 
considered,  the  Steel  Corporation's  percentage  of  the  pipe 
business  of  the  country  shrinks  still  further,  for  the 
reason  that  it  makes  no  cast  pipe  whatever.25  The 
country's  capacity  for  the  manufacture  of  cast  pipe  is 
approximately  1,600,000  tons  per  year,  and  its  produc- 
tion in  1912  was  approximately  1,000,000  tons.26  Add- 
ing this  capacity  to  the  country's  capacity  of  welded  and 
seamless  pipe  and  tubes  as  shown  above  (3,789,314)  gives 
a  total  pipe  capacity  for  the  country  of  5,389,314  tons,  of 
which  the  Steel  Corporation's  1,408,200  tons  capacity 
constitutes  26.1  per  cent. 

5.  Wheels  and  Axles. 

As  to  locomotive  and  railroad  car  axles,  we  have  no 
evidence  to  show  the  position  of  the  Steel  Corporation 
in  1901  or  in  1906.  As  to  wheels,  this  branch  of  business 
was  first  taken  up  by  the  Steel  Corporation  in  1908.27 
Testifying  in  May,  1913,  Mr.  Farrell  stated27  that  the 
Steel  Corporation  was  then  making  approximately 
300,000  steel  wheels  per  year,  as  against  700,000  steel 
wheels  and  1,600,000  iron  wheels  made  each  year  by  its 
competitors.  The  Steel  Corporation's  percentage  of  the 
country's  output  of  wheels  therefore  is  11.5  per  cent. 

Its  present  percentage  in  axles  is  established  by  the 
testimony  of  Mr.  George  E.  Van  Hagan,  of  the  Standard 
Forgings  Company,28  a  competitor  of  the  Steel  Corpora- 
tion.    This  shows  that  the  Steel  Corporation's  capacity 


«R,  XXVI,  11285. 

25Worcester,  K.,  XXVII,  11419. 

26Farrell,  E.,  X,  3928;  Worcester,  K.,  XXVII,  11419. 

27Farrell,  R,  X,  3997-9. 

2<»B.,  XXII,  9257-8. 
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is  148,000  tons  of  axles,  or  35  per  cent,  out  of  the  coun- 
try's total  of  425,333  tons.  Of  this,  60,000  tons  is  af- 
forded by  the  new  plant  at  Gary. 

6.  Track  Bolts  and  Spikes. 
The  only  testimony  as  to  these  products  was  given 
by  Mr.  Farrell,  who  stated29  that  the  Steel  Corporation 
produces  approximately  10  per  cent,  of  the  country's 
annual  production  of  bolts  and  spikes. 

7.  Cold  Rolled  Shafting. 

Mr.  Farrell  testified30  that  in  1900  the  Steel  Corpora- 
tion's subsidiaries  produced  about  20  per  cent,  of  the 
country's  output  of  cold  rolled  shafting,  while  in  1911 
they  produced  about  30  per  cent.  Mr.  F.  W.  Beegle,  of 
the  Union  Drawn  Steel  Company,  of  Beaver  Falls,  Penn- 
sylvania, testified31  that  his  company  alone  made  far 
more  of  this  product  than  the  Steel  Corporation.  The 
American  Steel  and  Wire  Company,  the  only  Steel  Cor- 
poration subsidiary  in  the  steel  shafting  pool,  had  not 
more  than  3  per  cent,  of  the  participating  tonnage  in 
that  pool  at  any  time  before  the  pool  was  dissolved  in 
1906.32 

8.  Horse-Shoes. 

Mr.  Farrell  testified33  that  the  American  Steel  and 
Wire  Company,  the  subsidiary  of  the  Steel  Corporation 
that  makes  horse-shoes,  made  16  per  cent,  of  the  country's 
production  in  1900  and  less  than  17  per  cent,  in  1911. 

9.  Fabricated  Structural  Steel. 

In  this  important  department  the  American  Iron 
and  Steel  Association  has  no  figures  showing  the  output 
of  the  various  shops,  but  it  has  statistics  which  show  the 


29R,  X,  3993-6. 
80E.,  X,  390Y. 
81E.,  XX,  8054-6. 
82Langan,  E.,  II,  837-8. 
83E.,  X,  3908. 
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estimated  capacity  of  the  various  fabricating  shops  of 
the  country  in  the  year  1903.  In  addition  to  this,  the 
sales  department  of  the  American  Bridge  Company  (the 
Steel  Corporation  subsidiary  that  operates  its  fabricat- 
ing shops)  has  since  1904  continued  to  compile  each 
month  a  list  of  its  competitors  and  their  capacity;  and 
in  addition  to  this,  a  careful  record  contrasting  work 
bid  on  with  work  secured  has  been  kept  by  the  American 
Bridge  Company  from  1902  to  1910. 

The  American  Iron  and  Steel  Association's  figures 
for  January,  1903,  credit  the  Steel  Corporation's  shops 
with  a  total  capacity  of  685,920  tons,  or  35.1  per  cent., 
against  1,267,448  tons,  or  64.9  per  cent.,  belonging  to 
other  fabricating  concerns.34 

The  detailed  monthly  reports  of  the  sales  managers 
of  the  American  Bridge  Company35  show  the  following 
estimates  of  the  capacity  of  that  Company  and  its 
competitors  : 

American  Bridge  Company : 
1904,  624,000  tons,  or  38  per  cent;  1906,  670,800 
tons,  or  37.4  per  cent;  1911,  750,000  tons,  or 
30.1  per  cent. 

Competitors : 
1904,  1,016,000  tons,  or  62  per  cent. ;  1906,  1,125,000 
tons,  or  62.6  per  cent. ;  1911,  1,739,000  tons,  or 
69.9  per  cent. 

The  summary  of  bids  tendered  and  orders  taken 
shows  that  the  American  Bridge  Company's  share  of  the 
going  business  was  as  follows:38 

Orders  Per  cent,  of 

Bids  made.                        secured.  successful  bids. 

1902,  1,279,897    tons         497,244    tons  38.8%; 

1906,  1,228,020      "            546,707      "  44.5%; 

1910,  1,328,912      "            396,532      "  29.8%. 


34Def't.  Ex.,  Vol.  I,  p.  3. 

SBSample  copies  of  these  reports  appear  in  Deft.  Ex.,  Vol.  I, 
pp.  4-137.  The  reports  are  summarized  by  years  in  De- 
fendants' Ex.,  Vol.  I,  p.  1.  Vide  Test.  Eoberts,  R,  III, 
1154-1163. 

seDef't.  Ex.,  Vol.  I,  j),  2.  .     ht.  a^ 
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One  Government  witness,  Mr.  J.  S.  Dean,  of  the 
Phoenix  Bridge  Company,37  estimated  that  the  Steel  Cor- 
poration's present  capacity  and  production  is  about  33 
per  cent,  of  the  capacity  and  production  of  all  of  the 
fabricating  shops  of  the  country.  Mr.  Percival  Koberts, 
Jr.,  one  of  the  defendants,  when  called  as  a  Government 
witness,  estimated  it  at  "about  32  per  cent,  of  the  entire 
output  of  the  United  States  of  fabricated  structures  of 
the  kind  we  fabricate."38 

10.  Copper  Wire. 

Of  the  insulated  and  uninsulated  copper  wire  pro- 
duced in  the  United  States,  the  Steel  Corporation,  at  the 
time  of  the  Jackson  wire  pools,  had  the  following  per- 
centages :39 

Per  cent,  of  all 
Per  cent.  makers  in  and 

in  pool.  out  of  pool. 

Bare  copper  wire 11%  9.6% 

Weatherproof   and    coarse 

magnet  wire 12%  10% 

Kubber  covered  wire 8%  5.2% 

Underground  power  cable  24%  21% 

Lead-encased  rubber  cov- 
ered    15%  13.5% 

Statistics  for  1912  and  1913. 

Statistics  of  production  of  ore,  pig-iron,  steel  in- 
gots and  the  principal  rolling-mill  products  and  of  wire 
nails  and  tin  plate  were  available  before  the  closing  of 
the  proofs  in  this  case,  and  were  put  in  evidence  by  the 
Government  in  rebuttal  and  by  the  defendants,  in  Gov't 
Ex.,  Vol.  XIV,  pp.  2815-20,  2828,  2883-4,  and  in  Deft. 
Ex.,  Vol.  IX,  pp.  728,  729,  730  and  740.  These  show, 
in  brief,  a  decided  increase  in  the  production  both  of 

37K.,  II,  794. 
38R,  n,  873. 
39Cragin,  R.,  I,  300-309. 
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the  Steel  Corporation  and  of  its  competitors,  and  a  slight 
increase  in  most  items  in  the  percentage  of  the  Steel 
Corporation  in  the  total  business  of  the  country.  Thus 
its  percentage  of  blast  furnace  output  in  1912  was  47.7 
against  45.4  in  1911,  its  percentage  of  steel  ingots  and 
castings  was  54.1  in  1912  against  53.9  in  1911,  and  its 
percentage  of  rails  was  56.4  in  1912  against  56.1  in  1911, 
etc.,  the  only  items  of  importance  in  which  a  decrease  is 
shown  being  wire  rods  (proportion  1912  63.2  per  cent.), 
wire  nails  (proportion  1912  49.3  per  cent.)  and  tin-plate 
(proportion  1912  60.4  per  cent).  No  evidence  of  tube 
production  or  capacity  for  1912  has  been  offered. 

The  proofs  do  not  contain,  however,  any  data  which 
will  enable  us  to  ascertain  for  1912  the  percentage  of  the 
steel  produced  for  home  consumption  that  is  chargeable 
to  the  Steel  Corporation,  as  was  done  for  1911  and  prior 
years  in  Defendants'  Exhibits,  Volume  I,  pages  149-158. 
The  exports  of  the  Steel  Corporation  were  greatly  in- 
creased in  1912  over  1911,40  but  whether  this  increase 
in  exports  accounts  for  the  Steel  Corporation's  gain  in 
percentage  of  production  cannot  be  determined  on  the 
proofs  in  the  record.  Neither  do  the  proofs  contain  the 
statistics  of  output  in  1912  of  particular  competitors, 
such  as  were  given  for  1911  in  Defendants'  Exhibits, 
Volume  III,  page  374. 

As  for  1913,  the  only  statistics  as  to  steel  products 
that  had  been  completed  by  the  American  Iron  &  Steel 
Association,  prior  to  the  closing  of  the  proofs  in  this 
case,  were  those  showing  the  percentage  of  the  Steel  Cor- 
poration in  the  country's  production  of  steel  rails. 

This  figure  was  proven  to  be,  for  the  year  1913,  55.51 
per  cent.,41  as  against  56.1  per  cent,  for  1911,  and  56.4 
per  cent,  for  1912. 

Distribution  of  Competitive  Production. 

The  percentages  not  controlled  by  the  Steel  Corpora- 
tion in  the  products  discussed  above  are  divided  among 


*°Def't.  Ex.,  Vol.  II,  p.  204. 
"Gray,  R,  XXX,  12117. 
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competing  companies  in  widely  varying  combinations  of 
circumstances.  Thus  in  standard  steel  rails  the  Steel  Cor- 
poration has  but  five  competitors42  and  in  the  rolling  of 
structural  shapes  it  has  only  eight,42  while  in  merchant 
bars  it  has  one  hundred  and  thirty  competitors,43  and 
in  the  fabrication  of  structural  steel  it  has  three  hundred 
and  seventy-four.44 

The  same  differences  in  condition  are  found  likewise 
in  the  organization  and  size  of  the  different  competitors 
and  in  the  variety  of  products  that  they  make.  Thus 
the  Jones  &  Laughlin  Steel  Company  owns  its  own  ore 
and  coal,  its  own  Lake  steamers,  its  own  railroad,  its  own 
blast  furnaces  and  steel  works,  and  rolling-mills  and  fin- 
ishing-mills in  great  variety.  Several  others  are  equipped 
with  similar  completeness,  notably  the  Cambria,  Penn- 
sylvania, Bethlehem,  Lackawanna,  Youngstown,  Pitts- 
burgh, Inland  and  Eepublic  companies,  while  others 
limit  their  investment  strictly  to  the  facilities  required 
for  a  single  stage  of  the  steel-making  process,  such  as 
the  McClintic-Marshall  Construction  Company,  in  fab- 
ricated steel,  the  Union  Drawn  Steel  Company  in  steel 
shafting,  the  Phillips  Sheet  &  Tin  Plate  Company  in 
sheet  steel  and  tin-plate,  the  John  A.  Roebling's  Sons 
Company  in  wire,  and  many  others  too  numerous  to 
mention.  In  the  same  manner  the  Steel  Corporation's 
competitors  have  diversified  or  limited  their  product, 
such  companies  as  Jones  &  Laughlin  Steel  Company  and 
Cambria  Steel  Company  making  practically  all  varieties 
of  rolling-mill  and  "secondary"  products,  while  others 
have  chosen  to  confine  their  efforts  to  single  products. 
An  incomplete,  but  interesting,  list  of  these  competitors, 
showing  their  production  in  1901  and  in  1911,  is  given  in 
Defendants'  Exhibits  III,  page  374.  A  brief  description 
of  ten  of  the  most  important  will  be  found  at  pages 
502  to  509  hereof. 


42Def't.  Ex.,  Vol.  in,  p.  374. 
"Deft.  Ex.,  II,  pp.  209-210. 
"Deft.  Ex,  Vol.  I,  p.  137. 
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Iron  Oee. 


More  than  four  per  cent,  of  the  crust  of  the  earth  is 
iron.1  As  iron  is  the  most  abundant  of  metals,  so  its  ore 
is  the  most  abundant  of  all  ores.  Iron  ore  is  found  in 
all  parts  of  the  world,  in  many  forms  of  igneous  and  sedi- 
mentary deposits,  of  differing  geologic  age,  and  in  many 
varieties  of  chemical  analysis.  The  utility  of  particular 
deposits  or  parts  of  deposits  depends  upon  many  varying 
conditions.  What  is  waste  rock  in  one  year  or  in  a  par- 
ticular locality  may  be  merchantable  ore  at  another  time 
or  in  another  place.2  The  best  ores  of  France  or  of  Ala- 
bama, for  example,  would  be  considered  fit  only  for  use 
as  railroad  ballast  in  the  Lake  Superior  District,  while 
the  best  of  the  Lake  Superior  ores  would  not  now  be 
thought  worth  mining  in  Brazil.  Proximity  of  fuel  and 
proximity  of  market  are  as  important  as  metallic  con- 
tent. So,  too,  the  value  of  an  ore  is  vitally  affected  by  the 
nature  of  the  steel-making  process  for  which  it  is  in- 
tended, for  an  ore  that  is  highly  prized  in  one  process 
may  be  utterly  useless  in  another.  Thus  the  quantity  of 
phosphorus  present  in  the  ore  will  materially  affect  its 
value— a  very  low  phosphorus  ore  being  necessary  for 
the  success  of  the  acid-Bessemer  process,  which  was 
formerly  in  general  use  in  the  United  States,  while  a 
moderate  phosphorus  content  is  no  obstacle  to  the  basic 
open-hearth  process,  which  is  the  generally  adopted 
method  of  American  steel  makers  of  to-day.  And  in  Ger- 
many, where  the  basic-Bessemer  process  is  widely  used, 
a  very  high  phosphorus  content  is  eagerly  sought  for,  and 
ores  that  could  not  be  given  away  in  America  command 
high  prices  in  the  German  markets.  Then,  too,  the 
presence  of  other  metals,  such  as  manganese,  chromium, 
titanium  and  nickel,  will  add  to  or  detract  from  the 
commercial  value  of  an  ore,  while  the  presence  of  lime  or 


1TJ.  S.  Geological  Survey  Monograph  52,  Deft.  Ex.,  Vol.  V,  437. 

2U.  S.  Geol.  Sur.  Monograph  52  illustrates  this  vividly  in  a 
chart  reproduced  at  Defendants'  Exhibits,  Vol.  V,  p.  438, 
showing  the  continued  decrease  in  the  minimum  permissible 
percentage  of  iron  in  a  "merchantable"  ore. 
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of  sulphur  may,  alone,  determine  its  utility.  Equally  im- 
portant is  the  physical  structure  of  the  ore,  for  upon  this 
factor  depends  its  availability  in  the  blast  furnace  with- 
out treatment,  or  its  susceptibility  to  a  process  of  con- 
centration. 

Most  of  these  problems  of  mineralogy  and  metallurgy, 
which  are  matters  of  common  knowledge,  recognized  by 
all  experts  called  in  this  case  by  the  Government  and  by 
the  defendants,  are  answered  by  the  course  of  practice 
in  the  industry  during  recent  years.  It  becomes  un- 
necessary, therefore,  to  study  the  theoretical  utility  of  a 
particular  ore  if  it  is  found  in  continuous  successful  use 
while  a  deposit,  however  large  and  rich,  may  be  disre 
garded  if  it  is  neither  in  use  nor  in  preparation  for  use 
or  if  it  is  used  only  by  the  steel  makers  of  other  countries 
Thus  it  is  unnecessary  to  study  the  vast  deposits  of  Utah 
because  they  still  lie  unused,  and  the  almost  inexhaustible 
supply  in  Lorraine  and  Luxembourg  may  be  passed  over 
because  it  serves  only  the  German  and  French  furnaces. 
On  the  other  hand,  those  deposits  from  which  our  Ameri- 
can furnaces  now  receive,  or  are  planning  to  receive,  their 
ore  supplies  are  of  supreme  importance.3 

It  is  our  design  (a)  to  indicate  briefly  the  various  dis- 
tricts in  which  supplies  of  ore  for  American  furnaces  are 
located,  (&)  to  outline  the  actions  of  the  Steel  Corpora- 
tion in  securing  an  ore  reserve  for  its  furnaces  and  (c) 
to  outline  the  proofs  adduced  by  the  Government  and  by 
the  defendants  to  support  or  to  disprove  the  charge  that 
the  Steel  Corporation  has  attempted  to  monopolize  the 
ore  supply  of  the  American  manufacturers. 

The  Great  Ore  Districts. 
1.  Lake  Superior  District. 

The  Lake  Superior  District  is  the  largest  and  most 
important  of  the  several  ore  fields  in  the  United  States. 

3The  Geological  Survey  reports  27  states  as  producing  iron 
ore  in  1911  and  1912  (Gov't  Ex.,  Vol.  XIII,  p.  2771),  but 
only  eight  states  are  covered  in  the  districts  herein  discussed 
in  detail. 
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It  comprises  six  main  ranges,  the  Mesaba,  Vermillion  and 
Cuyuna  in  Northern  Minnesota,  and  the  Gogebic,  Mar- 
quette and  Menominee  in  Northern  Michigan.  The 
Gogebic  extends  also  into  Wisconsin.  In  addition  to 
these  main  ranges,  there  are  several  other  minor  ranges, 
some  of  which  are  but  extensions  of  the  larger  fields.  A 
map  showing  the  location  of  the  different  ranges  will  be 
found  at  page  620  of  Volume  VIII  of  Defendants' 
Exhibits. 

These  ranges  were  not  all  discovered  and  developed 
at  the  same  time,  but  at  widely  different  periods.  The 
first  range  to  yield  ore  was  the  Marquette,  in  1854.  Then 
followed  the  Menominee  in  1877,  the  Gogebic  and  the 
Vermillion  both  in  1884,  the  Mesaba  in  1892,1  and  the 
Cuyuna  in  1911.  The  whole  Lake  Superior  District  pro- 
duced less  than  two  million  tons  of  ore  in  1880,  about 
nine  millions  in  1890,  twenty  millions  in  1900,  and  forty- 
six  millions  in  1910.2  From  1854  to  the  close  of  the  year 
1913  the  whole  district  had  produced  about  630,000,000 
tons.  The  reserves  of  developed  ore  of  the  present 
standard  of  availability  (about  55  per  cent,  iron  content 
when  dried)  are  now  variously  estimated  at  from  one  and 
one-half  billion  to  over  two  billion  tons,  while  the  re- 
serves of  ore  containing  more  than  35  per  cent,  iron  are 
estimated  at  about  sixty-seven  billions.  The  most  recent 
*ka±innja+.o£i  t\f  tho  taT  pnmmissifinK  of  the  three_s±a.tes  show 


Insert  foot  of  page  427. 

The  tonnage  of  ore  on   January  1,   1901,   in  the  then-known 
Lake  Superior  Eanges,  is  ascertained  as  follows: 

Total  of  Tax  Commission  estimates  of  tonnages 
on  Jan.  1,  1912,  in  Mesaba,  Menominee, 
Crystal  Ealls,  Iron  Eiver,  Marquette, 
Gogebic  and  Vermillion  Eanges  (as  shown 
in  detail  in  D.  E.,  IV,  410,  infra,  p.  471) .  . .     1,606,163,076  tons 

Total  of  shipments  from  these  ranges,  1901-1911, 
both  inclusive  (as  shown  in  detail  on  G.  E., 
XIII,  2777) 359,592,315    " 


These  ranges,  therefore,  contained  on  Jan.  1, 1901.     1,965,755,391  tons 

Of  which  the  Steel  Q9p*ffi^®b6yt]WfeAfe®i)/Pi2,884,237  tons,  or  43.8 
per  cent,  (infra,  p.  444). 
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Cuyuna  range,  discovered  since  1901,  contains  approxi- 
mately 417,000,000  tons  additional.     (Infra,  p.  474). 

The  value  of  all  of  these  estimates  of  ore  reserves  is 
greatly  affected  by  the  character  of  the  deposits.  In  the 
Mesaba  range  the  deposits  are  flat  and  blanket-like  and 
are  susceptible  of  fairly  close  measurement.  In  all  of  the 
other  ranges,  however,  the  deposits  lie  in  steeply  inclined 
veins  or  lenses  whose  continuance  below  the  lowest  work- 
ings is  necessarily  a  matter  of  some  uncertainty.  An- 
other difficulty  lies  in  the  fact  that  new  ore  bodies  are  con- 
tinually being  found  throughout  Northern  Michigan  and 
Minnesota,  only  about  ten  per  cent,  of  the  known  iron 
bearing  formation  in  Northern  Michigan,  for  example, 
having  been  explored  up  to  the  present  time.3  Conse- 
quently all  estimates  of  ore  reserves  in  the  Lake  Superior 
District  are  certain  to  be  altogether  too  small  if  limited  to 
ore  now  developed,  while  they  are  equally  certain  to  be 
hopelessly  vague  if  they  attempt  to  speculate  about  future 
development.4 

The  ores  produced  by  this  district  are  principally 
used  by  furnaces  situated  in  the  district  which  is  bounded 
on  the  west  by  Chicago  and  Milwaukee,  and  on  the  east 
by  Buffalo  and  Johnstown. 

2.  Adirondack  District. 

The  Adirondack,  or  Northern  New  York  District, 
has  been  producing  iron  ore  since  before  the  War  of  the 
^Revolution5,  but  only  a  very  small  part — about  ten  per 


"Leith,  E.,  XVI,  6225-6;  6249. 

4The  best  informed  of  steel  makers  have  gone  astray  in  this 
matter.  Thus  James  Gayley  in  January,  1900,  estimated 
that  the  maximum  tonnage  in  the  Lake  Superior  District 
was  610,050,000  tons  (Gov't.  Ex.,  VoL  ILL  pp.  1316-8)  and 
C.  M.  Schwab  in  December,  1901,  stated  the  tonnage  at  be- 
tween six  and  seven  hundred  millions,  with  the  possibility 
of  new  discoveries  "rather  remote"  (B.,  XI,  4377).  Yet 
by  1912  taxes  were  being  paid  on  assessed  tonnages  aggre- 
gating 1,606,163,076  tons,  with  some  400,000,000  tons  of 
Ouyuna  ore  in  addition  awaiting  assessment  (Deft.  Ex., 
Vol.  IV,  p.  410).  For  another  example  of  the  futility  of 
definite  estimates,  see  the  ease  mentioned  in  foot-note  29  on 
page  472,  infra. 

5Nason,  E,  XVI,  6608;  Eckel,  E,  XVU,  6850. 
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cent. — of  the  ore  bearing  district  has  thus  far  been  ex- 
plored sufficiently  to  permit  an  estimate  of  the  tonnage 
of  the  ore  bodies.6  In  that  part  of  the  district,  however, 
it  is  estimated  that  there  is  between  775,000,000  and 
800,000,000  tons  of  ore,  which,  when  concentrated  by 
the  methods  now  in  use  in  this  district,  will  produce 
over  300,000,000  tons  of  high  grade  product.7  The  dis- 
trict has  heretofore  labored  under  a  severe  disadvantage 
in  the  matter  of  transportation,  but  with  the  coming 
completion  of  the  New  York  barge  canal,  and  the  con- 
sequent cheapening  of  transportation  costs,  its  radius 
of  market  is  expected  to  be  greatly  increased.8  A  map 
of  the  district  showing  transportation  facilities,  appears 
in  Defendants'  Exhibits,  Vol.  IV,  page  415.  As  for  the 
quality  and  utility  of  these  ores,  it  appears  that  their 
concentrates  are  as  valuable  as  any  other  ore  supply 
obtainable  in  the  United  States.9  The  product  of  this 
district  grew  from  449,125  tons  in  190210  to  1,146,080 
tons  in  1910.11  This  ore  has  been  used  almost  entirely 
by  furnaces  in  Buffalo  and  in  Eastern  Pennsylvania. 

3.  New  York-New  Jersey-Pennsylvania  District. 

A  very  substantial  body  of  ore  lies  in  a  wide  strip 
extending  from  the  western  part  of  Connecticut,  across 
southeastern  New  York,  New  Jersey  and  southeastern 
Pennsylvania.  Its  location  is  indicated  upon  the  map 
appearing  in  Defendants'  Exhibits,  Vol.  IV,  page  415. 
This  ore  has  been  mined  in  New  Jersey  since  the  year 
1760,12  and  in  Pennsylvania  since  about  1730.13    In  New 


8Nason,  E.,  XVII,  6615. 

7Nason,  R,  XVI,  6610;  Eckel,  R,  XVII,  6842,  6848-9;  Wither- 

bee,  R,  XVIII,  7276-9. 
8Eckel,  R,  XVII,  6850;  Witherbee,  R,  XVIII,  7279-7282. 
"Eckel,  R,  XVII,  6848-9;  Witherbee,  R,  XVIII,  7276-9;  Schwab, 

R,  XI,  4177  and  4393-4;  Buck,  R,  XVII,  6645;  Snyder,  R, 

XVII,  6665. 
"Gov't  Ex.,  Vol.  XII,  2664. 
^Ihid,  p.  2575. 
"Nason,  R,  XVII,  6619. 
"Birkenbine,  E.,  XVII,  7010. 
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Jersey  alone  about  130,000,000  tons  of  ore  are  estimated 
above  the  2,000  foot  level,  capable  of  concentration  into 
about  70,000,000  tons  of  furnace  product.14  No  estimate 
of  the  quantity  of  this  ore  in  southeastern  New  York  or 
in  Pennsylvania  has  been  made,  but  an  idea  of  the  mag- 
nitude of  the  district  can  be  gathered  from  the  fact  that 
the  Cornwall  mines  of  Pennsylvania  alone  are  produc- 
ing upwards  of  500,000  tons  per  year  which  they  are  sell- 
ing in  competition  with  the  low-cost  ores  that  come  into 
Philadelphia  from  Newfoundland,  Texas  and  Cuba.15 
The  mines  of  New  Jersey  and  southeastern  New  York 
produce  a  substantially  equal  tonnage,  and  in  1910  the 
whole  district  in  the  three  states  produced  1,338,400 
tons.16  All  of  this  ore  is  used  in  furnaces  located  in 
eastern  Pennsylvania,  New  Jersey  and  southeastern 
New  York. 

4.  Alabama  District. 

From  the  standpoint  of  tonnage  now  being  mined, 
the  Alabama  District  ranks  next  in  importance  to  the 
Lake  Superior  region.  It  consists  of  two  wholly  dif- 
ferent series  of  deposits,  the  most  important  of  which  is 
the  "red  ore"  formation.  This  occurs  in  greatest  abund- 
ance in  a  vein  which  outcrops  near  the  City  of  Bir- 
mingham. The  other  series,  known  as  the  "brown  ore" 
deposits,  is  scattered  in  pockets  throughout  northern 
Alabama  and  eastern  Tennessee.  The  red  ore  deposits 
supply  seventy-five  to  eighty  per  cent,  of  the  annual 
ore  supply  of  the  Alabama  furnaces. 

This  Alabama  "red  ore,"  or  "Clinton  ore,"  as  it  is 
sometimes  called,  is  but  the  local  outcropping  of  a  vast 
deposit  of  sedimentary  ore  that  extends  from  Clinton, 

"Nason,  E.,  XVII,  6620.  Some  of  the  New  Jersey  mines  have 
gone  so  far  as  7,500  below  the  surface  (Nason,  E.,  XVI, 
6612),  but  in  the  above  estimate  all  ores  below  2,000  feet 
are  ignored. 

15Gov't.  Ex.,  Vol.  XII,  pp.  2574-5;  Birkenbine,  E.,  XVII,  7011. 
"Gov't.  Ex.,  VoL  Xn,  pp.  2575-6. 
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N.  Y.,  on  the  north  to  Alabama  on  the  south.16"     Its 
outcrop   occurs  also  in  West  Virginia,  Virginia,   Ten- 
nessee and  Georgia,  but  nowhere  in  such  abundance  as  in 
Alabama;  and  the  best  of  the  Alabama  ore  occurs  in 
a  belt  about  thirty  miles  in  length  of  which  Birming- 
ham   is    the    center.166      The    ore    appears    along    the 
side  of  a  low  mountain  known  as  Eed  Mountain,  and 
extends  under  that  mountain  and  the  adjacent  Shades' 
Valley  for  an  indefinite  distance.     The  situation  is  well 
shown  on  the  map  appearing  in  Defendants'  Exhibits, 
Vol.  IV,  page  416.     This  "red  ore"  is  peculiarly  easy 
of  accurate  measurement,  because  of  the  uniformity  of 
the  vein  throughout  great  distances,  but  the  total  ton- 
nage of  ore  to  be  reckoned  on  in  the  district  is  neces- 
sarily controlled  by  the  distance  from  the  outcrop  at 
which  the  calculation  stops.     Based  only  on  that  dis- 
tance from  the  outcrop  at  which  the  existence  and  thick- 
ness of  the  ore  body  have  been  proven  by  drillings,  the 
quantity  available  in  this  thirty  mile  belt  is  calculated 
at  1,387,945,000  tons.17     The  Birmingham  District  pro- 
duced in  1910  3,300,433  tons  of  this  "red  ore."18     All 
of  this  ore  is  used  in  furnaces  located  in  Alabama.     In 
quality  it  is  unusually  constant.    It  is  low  in  iron,  aver- 
aging about  35   to  37  per  cent.,  when  dried  at  212° 
Fahrenheit,  and  its  phosphorus  content  is  such  that  it 
is  unsuitable  for  the  making  of  steel  by  the  Bessemer 
process,  but  is  quite  within  the  open-hearth  limit.    Some 
of  the  ore  carries  considerable  quantities  of  lime,  thus 
dispensing  with  part  or  all  of  the  usual  limestone  charge 
in  the  blast  furnace,  such  ore  being  locally  known  as 
"self -fluxing." 

The  "brown  ores"  of  the  Alabama-Tennessee  District 
occur  irregularly  in   pockets  throughout  a  wide  area. 


««Perin,  R,  III,  988;  Grasty,  R,  VIII,  3138. 

"6Grasty,  E.,  VIII,  3138;  3154;  Defts.  Ex.,  Vol.  V,  p.  423. 

"Deft.  Ex.,  Vol.  IV,  p.  416. 

18Gov't  Ex.,  Vol.  XII,  p.  2575. 
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They  are  usually  somewhat  higher  in  iron  content  than 
the  "red  ore,"  averaging  between  42  and  48  per  cent, 
iron.  Estimates  of  their  quantity  are  extremely  diffi- 
cult, but  it  seems  safe  to  count  upon  at  least  125,000,000 
tons  in  Alabama  alone,  with  a  possibility  of  three  times 
that  amount.19  In  1910  the  Alabama  "brown  ore"  fields 
produced  1,123,136  tons,  while  the  Tennessee  fields  pro- 
duced 430,409  tons.20 

For  many  years  it  has  been  generally  supposed  that 
the  Alabama  District  could  produce  pig-iron  more 
cheaply  than  any  other  district  in  this  country,  because 
of  the  close  proximity  of  its  "red  ore"  and  its  coking 
coal,  which  lie  within  a  radius  of  twenty-five  miles  of 
the  City  of  Birmingham;21  but  this  advantage  has  not 
in  fact  been  so  great  as  it  would  seem,  because  of  the 
low  grade  of  the  ore,  the  inefficiency  of  the  labor  obtain- 
able and  the  usual  poor  physical  condition  of  the  Ala- 
bama furnace  plants.22  And  whatever  advantage  the 
Birmingham  District  might  have  through  lower  costs 
of  production  is  more  than  offset  by  the  absence  of  a 
sufficient  local  market  and  the  very  high  freight  rates 
that  must  be  paid  before  the  iron  is  laid  down  in  a 
consuming  market.23  Failures  have  been  frequent 
among  the  blast  furnace  companies  in  the  district.24 


19Eckel,  E.,  XVn,  6814-5;  Deft  Ex.,  Vol.  V,  p.  432. 

20Gov't  Ex.,  Vol.  XH,  p.  2574. 

21Perin,  R,  II,  978-980;  Crawford,  E.,  XV,  6150-4. 

22Perin,  R.,  H,  980-2;  also  R.,  Ill,  991-3,  1005-6,  1016;  Crawford, 
E.,  XV,  6125-6129.  And  where  exact  comparison  between 
the  cost-sheets  of  Alabama  furnaces  and  northern  furnaces 
has  been  possible,  it  appears  that  the  southern  furnace  costs 
have  been  higher.  Thus  in  September,  1907,  the  average  cost 
per  ton  of  basic  pig-iron  in  all  the  furnaces  of  the  Tennessee 
Coal,  Iron  &  E.  E.  Co.  was  $11.88  (Deft.  Ex.,  Vol.  V,  p. 
424)  while  in  the  same  month  the  average  cost  per  ton  of 
similar  iron  in  all  the  northern  furnaces  of  the  Steel  Cor- 
poration was  $10.62  (Deft.  Ex.,  Vol.  V,  p.  439). 

23Perin,  R,  III,  995;  Crawford,  E.,  XV,  6154-5.  This  subject 
is  more  fully  considered  in  connection  with  the  purchase 
of  the  Tennessee  Coal,  Iron  &  E.  E.  Co.,  vide  pp.  132-4, 
139-146  hereof. 

24BowTon,  R,  XXV,  10445. 
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5.     Texas  District. 

The  most  important  ore  field  in  Texas  is  that  which 
is  located  in  the  extreme  northeastern  corner  of  the 
State,  occupying  parts  of  twenty  different  counties,  the 
total  area  of  the  field  being  more  than  ten  thousand 
square  miles  (Eckel,  E.,  XVIL,  6831).  The  ore  is  a 
brown  "limonite"  (a  hydrated  sesqui-oxide  of  iron) 
averaging  in  its  natural  condition  from  48  to  50  per 
cent,  in  iron,  which  is  the  metallurgical  equivalent  of 
a  60  per  cent,  iron  content  in  the  ordinary  Lake 
Superior  "hematite."25  It  lies  almost  at  the  surface  of 
the  ground  in  a  flat  sheet,  varying  from  a  few 
inches  to  four  feet  in  thickness.  The  total  avail- 
able quantity  is  estimated  at  500,000,000  tons  and  up- 
ward.26 The  field  shipped  in  1910  only  29,535  tons,27 
but  in  1913  development  was  being  actively  prosecuted 
and  shipments  of  the  Texas  ore  to  Philadelphia  had 
begun  to  go  forward  via  Port  Bolivar.28  The  price  at 
which  these  ores  can  be  delivered  in  Philadelphia  being 
but  $2.00  to  $2.50  per  ton,  or  4%  to  five  cents  per  unit 
of  iron,29  they  are  able  to  compete  with  the  ore  that  is 
now  being  brought  into  Philadelphia  from  Cuba  and 
Newfoundland.  The  utility  of  these  ores,  furthermore, 
has  been  much  increased  by  a  recently  developed  system 
of  concentration,  by  which  they  can  be  made  equivalent 
to  the  highest  grade  of  ore  at  a  low  cost.30  For  local 
steel  making,  which  is  now  being  undertaken,  there  is 
an  abundance  of  coking  coal  and  limestone.81 


25This  technical  fact  is  explained  by  Catlett,  E.,  XVII,  6985,  and 

Phillips,  R,  XXIII,  9345-6. 
26Eckel,  E,  XVII,  6835-6;  Goltra,  E.,  XX,  8338;  Phillips,  E., 

XXIII,  9348-9;  Perin,  E.,  Ill,  998-9. 
"Gov't  Ex.,  Vol.  XII,  p.  2574. 
28Phillips,  E.,  XXIII,  9346;  Lukens,  E,  XIX,  7798;   Goltra, 

E.,  XX,  8346-7. 
29Eckel,  E.,  XVII,  6836;  Oatlett,  E.,  XVII,  6985-6. 
soGoltra,  E,  XX,  8335-9;  Phillips,  E.,  XXIII,  9349-9350. 
"Phillips,  E.,  XXIII,  9351,  9353-4. 
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6.  Other  Fields  in  the  United  States. 

In  addition  to  the  larger  fields  mentioned  above, 
there  are  many  smaller  deposits  of  iron  ore  east  of  the 
Eocky  Mountains,  which  are  now  yielding  ore,  such  as 
the  red  and  brown  ore  deposits  of  Virginia  (merchant- 
able tonnage,  brown  ore  alone,  estimated  at  100,000,000 
tons32;  output,  in  1910,  brown  ore  alone,  821,131  tons33) ; 
the  gray  ores  and  brown  ores  of  Georgia  ( output  in  1910, 
both  varieties,  313,878  tons33 )  ;  the  brown  ores  of  west- 
ern Kentucky,  western  Tennessee  and  southeastern 
Missouri  (no  estimate  of  whole  district,  but  one  single 
property  contains  60,000,000  tons34 — total  output  in 
1910  of  the  three  states  was  874,935  tons35),  the  low 
grade  ores  of  Iowa,  now  being  concentrated  and  shipped 
to  Milwaukee  and  Chicago  in  competition  with  Lake 
Superior  ores36)  ;  the  ores  of  Wyoming  (30,000,000  tons 
in  one  operating  company's  property37 )  and  of  New  Mex- 
ico.37 All  of  these  ores  are  now  being  mined  and  used 
in  making  iron  or  steel.  In  addition  there  are  vast  de- 
posits in  the  states  of  Utah  and  Washington38  of  which 
little  use  is  now  being  made. 

7.  The  Cuban  Fields. 

The  Cuban  fields  are  divided  into  six  districts:  The 
Mayari,  the  Levisa  Bay  and  the  Moa-Taco  districts,  all 
of  which  lie  on  the  north  shore  of  the  eastern  part  of  the 


32Eckel,  K.,  XVH,  6830-1. 

33Gov't  Ex.,  VoL  XII,  p.  2574. 

3*Phillips,  R,  XXTTT,  9355-6;  Perin,  R,  HI,  998. 

35Gov't  Ex.,  Vol.  XII,  p.  2574.  But  this  figure  included  some 
brown  and  red  ores  from  Eastern  Tennessee  and  a  very  small 
tonnage  from  West  Virginia. 

36Goltra,  R,  XX.  8334. 

"Welborn,  E.,  XXVI,  10933-4. 

38Welborn,  R,  XXVI,  10934;  Crosby,  R,  XVI,  6280;  Perin,  R, 
III,  998.  The  Geological  Survey  estimates  126,710,000  tons 
of  ore  now  available  in  the  Rocky  Mountains  and  on  the 
Pacific  Slope  (Deft.  Ex.,  Vol.  V,  p.  438).  The  iron  ore 
production  of  these  districts  in  1910  was  861,850  tons  (Gov't 
Ex.,  Vol.  XII,  p.  2574),  most  of  it  being  mined  in  Wyoming 
and  used  in  Colorado. 
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Island,  the  Camaguey  District,  which  lies  about  forty 
miles  inland  from  the  north  shore,  the  Santiago  de  Cuba 
District,  which  lies  near  the  city  of  that  name  on  the 
south  shore  of  Eastern  Cuba,  and  the  Pinar  del  Rio  Dis- 
trict of  Western  Cuba.  Of  these  we  are  chiefly  concerned 
with  the  first  four,  for  the  Santiago  District,  although 
the  earliest  developed,  contains  a  relatively  small  ton- 
nage of  ore,  while  the  Pinar  del  Eio  District  is  not  suf- 
ficiently explored  to  permit  a  careful  estimate  of  its 
tonnage. 

Shipments  of  Cuban  ore  to  the  United  States  began 
in  1884  from  the  Santiago  or  south  shore  mines,  with  the 
shipment  of  25,295  tons  by  the  Juragua  Iron  Company, 
Ltd.,  now  a  subsidiary  company  of  the  Bethlehem  Steel 
Company,380  which  has  continued  such  shipments  in 
increasing  quantities  up  to  the  present  time.39  In  1895 
a  subsidiary  company  of  the  Pennsylvania  Steel  Com- 
pany began  shipments  from  the  same  district  and  has 
continued  them  regularly  since  that  time.40  These  two 
companies  have  been  the  principal  shippers  from  the 
Santiago  District,  and  at  the  present  time  control  prac- 
tically all  of  the  six  million  tons  of  available  ore  remain- 
ing on  the  south  shore.41 

The  three  north  shore  districts,  Mayari,  Moa-Taco  and 
Levisa  Bay,  together  constitute  one  of  the  richest  of  the 
iron-ore  fields  of  the  world.  These  three  districts  all  he 
within  a  belt  less  than  one  hundred  miles  in  length,  on 
the  north  shore  of  the  province  of  Oriente,  which,  as  its 
name  indicates,  is  the  eastern  extremity  of  the  Island. 
They  were  first  discovered  in  1903  by  the  Pennsylvania 
Steel  Company,42  and  have  been  actively  developed  since 
that  time  by  that  Company,  by  the  Bethlehem  Steel  Com- 
pany, the  United  States  Steel  Corporation,  the  Eastern 
Steel    Company,   Witherbee- Sherman  &   Company,  and 


380Perin,  R,  HI,  1022-3,  1025. 

39Gov't  Ex.,  Vol.  XII,  2589;  Buck,  E.,  XVII,  6647. 

±°Gov't  Ex.,  Vol.  XII,  p.  2589. 

"Deft.  Ex.,  Vol.  V,  p.  421. 

*2Kand,  R,  XVII,  6786. 
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others.  The  first  shipments  of  this  north  coast  ore  were 
made  in  1909,43  and  up  to  October,  1913,  about  1,300,- 
000  tons  had  been  imported  into  the  United  States.44  In 
these  three  districts,  in  234,000  acres  of  land,  there  is 
estimated  to  be  2,815,000,000  tons  of  merchantable  ore,43 
all  of  which  lies  within  twenty  miles  of  the  ocean  and 
at  the  surface  of  the  ground,  and  is  of  such  structure  that 
it  is  easily  and  cheaply  mined  with  the  ordinary  steam 
shovel.46 

Similar  in  the  quality  and  structure  of  its  ore,  but 
situated  forty  miles  from  the  ocean,  near  Cubitas  in 
the  province  of  Camaguey,  lies  the  Camaguey  field, 
which  is  estimated  to  contain  400,000,000  tons  of  ore 
within  an  area  of  37,000  acres.47 

The  introduction  of  these  abundant  north  coast  ores 
was  accompanied  by  metallurgical  difficulties  which  re- 
sembled those  that  marked  the  early  use  of  Mesaba  ores,48 
but  these  difficulties  have  been  solved  and  the  ore  is 
now  being  used  in  large  quantities.49  The  ore  in  its 
natural  state  contains  a  considerable  quantity  of  moist- 
ure, which  gives  it  the  consistency  of  clay  and  renders 
its  mining  easy.50  In  its  natural  state  it  contains  about 
48  per  cent,  of  iron  and  39  per  cent,  of  moisture  and  com- 
bined water,  but  when  subjected  to  a  drying  process  most 
of  the  water  is  eliminated  and  the  iron  analysis  raised 
to  over  55  per  cent.51  The  ore  has  a  peculiar  advantage 
in  containing  substantial  amounts  of  chromium  and 
nickel51  which  are  claimed  to  produce  a  particularly  inti- 

«Eand,  E.,  XVII,  6786. 

4iTbid,  p.  6796. 

"Def^Ex-,  Vol  V,  p.  421;  Band,  E,  XVII,  6790;  Snyder,  E, 

"Band,  E,  XVII,  6788-9. 

"Deft  Ex.,  Vol.  V,  421. 

**Vide  Deft  Ex.,  Vol.  VIII,  p.  619,  showing  that  in  July,  1901, 
tne  bteel  Corporation's  furnaces  were  using  charges  of  only 
one-third  to  one-half  of  Mesaba  ore;  and  Gary,  E,  XII  4813 

"Eand,  E,  XVII,  6794,  6796-7;  Wood,  E,  XVH,  6819. 

50Eand,  E.,  XVII,  6788. 

"Deft  Ex.,  Vol.  V,  p.  422. 
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mate  and  uniform  alloy  in  the  finished  steel.52  The 
Pennsylvania  and  Maryland  Steel  companies,  which  use 
this  ore  in  the  manufacture  of  rails,  bars  and  forging 
billets,  claim  that  it  produces  an  unequalled  product,53 
commanding  a  higher  price  than  steel  made  from  Lake 
Superior  ores.54 

The  totaj  cost  of  mining  and  drying  this  ore  and 
shipping  it  to  the  United  States  is  very  low,  approximat- 
ing altogether  five  cents  per  unit  of  iron,  i.  e.,  for  ex- 
ample |2.75  per  ton  at  Philadelphia  for  ore  analyzing 
55  per  cent,  iron  5ia  which  gives  it,  of  course,  a  controlling 
advantage  over  Lake  Superior  ores  normally  costing  nine 
cents  per  unit  at  that  point.546 

The  shipments  of  all  classes  of  ore  from  Cuba  were 
363,842  tons  in  1890,  446,872  tons  in  1900  and  1,462,498 
tons  in  1910.65  Practically  all  of  this  is  used  by  furnaces 
at  Baltimore,  Harrisburg,  Bethlehem  and  Philadelphia. 

8.  The  Newfoundland  Field. 

The  great  iron  deposit  of  Newfoundland  lies  near 
the  city  of  St.  Johns  in  the  southeastern  part  of  the 
Island,  and  the  larger  part  of  the  ore  lies  under  the 
waters  of  Conception  Bay,  being  mined  by  workings  from 
Great  Bell  Island,  in  much  the  same  fashion  as  the  sub- 
marine coal  fields  that  lie  near  the  coast  of  Nova 
Scotia.56  ' 

These  Newfoundland  ores  resemble  the  Alabama  red 
ores  in  structure  and  in  regularity  of  vein,  being  of  a 
similar  sedimentary  origin,  but  are  more  abundant  and 
richer  in  iron  content,  averaging  about  52  per  cent,  iron 
against  the  35-37  per  cent,  of  the  Alabama  ores.57    They 


52Wood,  R,  XVII,  6820-1;  Snyder,  R,  XVII,  6668. 

53 Wood,  R,  XVII,  6820;  Jay,  R.,  XX,  7977. 

54Jay,  R,  XX,  7976-7. 

5*ffiRand,  R,  XVII,  6797;  Perm,  R,  III,  1000-1. 

^Eckel,  R.,  XVII,  6863. 

55Gov't  Ex.,  Vol.  XII,  p.  2589. 

56Ellis,  R,  XVII,   6702,  6704,  6707-8;  Eckel  R.,  XVII,  6854, 

6857-8. 
"Ellis,  R.,  XVII,  6703-4;  Eckel,  R.,  XVJJ,  6855-6. 
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are  non- Bessemer  ores,  and  are  used  for  the  making  of 
steel  by  the  open-hearth  process.58 

These  ores  are  being  shipped  in  large  quantities  to 
England,  Belgium,  Nova  Scotia  and  to  the  United  States, 
via  Philadelphia,59  the  shipments  in  1910  to  the  United 
States  amounting  to  209,006  tons.60  Assuming  an  arbi- 
trary distance  of  five  miles  from  Great  Bell  Island  as 
the  limit  of  profitable  mining  operations,  there  remains 
in  this  deposit  ore  aggregating  at  least  3,250,000,000 
tons,61  but  billions  of  tons  additional  are  available  by 
workings  driven  from  the  shores  of  Conception  Bay,62 
and  the  Canadian  companies  which  are  now  operating 
these  mines  have  taken  up  submarine  claims  to  a  distance 
of  twelve  miles  from  Great  Bell  Island,  upon  which  they 
are  required  to  make  and  do  make  annual  payments  to 
the  Colonial  Government.63 

The  cost  of  mining  and  shipping  this  ore  to  the  At- 
lantic ports  of  the  United  States  is  very  low,  approxi- 
mating 4  cents  per  unit  of  iron — a  cost  comparable  only 
with  that  of  the  Cuban  and  Texan  ores  and  with  that  of 
the  Adirondack  ores  after  completion  of  the  New  York 
State  barge  canal.63" 

9.  The  North  Swedish  Field. 

In  the  extreme  northern  part  of  Sweden  are  located 
several  great  deposits  of  iron  ore,  from  which  large  ship- 
ments have  been  made  to  the  United  States  in  recent 
years.  One  of  these  deposits,  a  mountain  named  Kiiruna- 
varra,  is  one  of  the  famous  iron  mines  of  the  world, 
being  composed  of  iron  ore  of  great  purity  in  almost 
inexhaustible  quantity.  Its  Bessemer  ores  for  five  years 
have  averaged  69.63  per  cent,  in  iron,  while  its  non- 


58Eckel,  E.,  XVII,  6858. 

59EUis,  R,  XVII,  6706;  Eckel,  E.,  XVII,  6947. 

•"Gov't  Ex.,  Vol.  XII,  p.  2587. 

"Ellis,  E.,  XVII,  6707-8;  Eckel,  E,  XVII,  6859-61. 

62Eckel,  R,  XVII,  6860-1. 

63Ellis,  E.,  XVII,  6708-9. 

•3aEckel,  E.,  XVII,  6862-3;  Witherbee,  E.,  XVIII,  7280-7282. 
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Bessemer  ores  have  averaged  62%  per  cent,64  The 
tonnage  already  proven  up  in  this  one  mountain  is  500,- 
000,000  tons,  and  it  is  estimated  by  able  Swedish  geolo- 
gists that  its  total  contents  are  approximately  1,500,- 
000,000  tons.66  In  other  deposits  in  the  same  district 
about  350,000,000  tons  have  already  been  proven  up.66 
In  the  year  1910,  the  importations  of  this  Swedish  ore 
into  the  United  States  amounted  to  259,911  tons,67  prac- 
tically all  of  which  was  used  by  the  Bethlehem  Steel 
Company.68 

10.  The  Brazilian  Ores. 

What  is  probably  the  best  of  all  iron  ores  and  the 
greatest  ore  field  in  the  world  is  located  in  southeastern 
Brazil,  near  the  City  of  Ouro  Preto,  in  the  State  of  Minas 
Geraes,  two  hundred  miles  due  north  from  Eio  de 
Janeiro.69  A  map  of  the  district  showing  the  relation  of 
the  ore  fields  to  coast  towns  and  transportation  lines  ap- 
pears in  Defendants'  Exhibits,  Vol.  IV,  p.  391. 

The  quality  and  quantity  of  the  ore  of  this  district 
are  almost  incredible.  The  district  is  approximately 
100  miles  in  length  and  45  miles  in  width,  and  consists  of 
a  number  of  great  hills  of  solid  iron  ore,  surrounded  by 
valleys  whose  floor  is  composed  of  eroded  rubble-ore, 
called  "canga",  which  in  places  is  fifty  feet  in  thickness.70 
It  is  estimated  that  the  district  contains  about  four 
tilUon  tons  of  the  highest  grade  ore,  ranging  from  64  per 
cent,  to  69  per  cent,  in  iron  content,  and  in  addition  about 
four  billion  tons  of  "canga"  or  rubble-ore  which  ranges 
from  54  per  cent,  to  64  per  cent,  in  iron.71    And  these  esti- 


64Backstrom,  E.,  XVI,  6502. 

65Backstrom,  E.,  XVI,  6503-6507. 

68Backstrom,  E.,  XVI,  6503-5. 

"Gov't.  Ex.,  Vol.  XII,  p.  2587. 

68Snyder,  E.,  XVII,  6665. 

8»Leith,  E.,  XVI,  6245;  Merriam,  E.,  XVI,  6357;  Perm,  E.,  Ill, 

1002. 
™Leith,  E.,  XVI,  6244;  Merriam,  E.,  XVI,  6358. 
"Leith,  E.,  XVI,  6244-5;  Merriam,  E.,  XVI,  6357-8;  Schwab, 

E.,  XI,  4181. 
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mates  include  practically  only  that  ore  which  is  in  sight, 
and  do  not  involve  assumptions  of  great  depths  below 
the  surface,  although  such  assumptions  would  be  war- 
ranted by  the  nature  of  the  deposit.72 

The  development  of  this  vast  field  is  now  actively 
under  way.  As  shown  by  the  map,  three  railroads  are  in 
a  position  to  serve  the  district  through  the  ports  of  Kio 
de  Janeiro  and  Victoria,  and  careful  calculations  indi- 
cate that  there  will  be  a  handsome  profit  in  shipping  its 
ore  to  Europe  and  America.73  No  climatic  conditions 
will  interfere  with  this  work,  as  this  is  regarded  as  the 
most  healthful  part  of  Brazil.74 

11.  The  Chilean  Ores. 

The  ores  of  Chili  would  seem  at  first  to  be  beyond  the 
commercial  horizon  of  the  United  States,  but  the  Bethle- 
hem Steel  Company  has  acquired  a  large  deposit  there 
which  it  is  now  developing  and  from  which  it  expects  to 
derive  a  large  part  of  its  ore  supply  after  completion  of 
the  Panama  Canal.75  No  estimates  can  be  made  of  any 
part  of  the  Chilean  fields  except  the  single  mountain  of 
ore  owned  by  the  Bethlehem  Company,  but  it  of  itself 
constitutes  a  very  substantial  deposit,  containing,  by  the 
estimate  of  the  Bethlehem  Company's  engineers,  in  the 
exposed  part  of  the  top  of  that  mountain,  about  150,- 
000,000  tons  of  ore  of  very  high  quality.76  (Average  iron 
content  68.5  per  cent.,  average  phosphorus  content  .035 
per  cent.)77  These  estimates  show  that  the  Bethlehem 
Company  has  in  this  one  property  over  one  hundred  years' 
supply  of  ore  at  the  present  rate  of  consumption.78  No 
exploratory  work  has  been  done,  nor  any  estimates  made 
of  the  quantity  of  ore  lying  below  the  floor  of  this  valley. 


72Leith,  R,  XVI,  6245;  Merriam,  R.,  XVI,  6357. 

73Leith,  R.,  XVI,  6245-7;  Merriam,  R.,  XVI,  6358-61. 

7*Leith,  R.,  XVI,  6245. 

75Schwab,  R.,  XI,  4394-5;  Buck,  R.,  XVII,  6649-50:  Snyder,  R., 
XVII,  6671-2. 

7eBuck,  R.,  XVII,  6651;  Snyder,  R.,  XVII,  6672-3. 

"Buck,  R.,  XVII,  6652;  Snyder,  R.,  XVII,  6672. 

78Buck,  R.,  XVn,  6645. 
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As  this  ore  is  quite  uncovered,  lies  2,500  feet  above  sea 
level,  and  only  four  miles  from  the  ocean,79  its  mining 
cost  is  expected  to  be  very  low,  and  it  is  estimated  that 
the  ore  can  be  delivered  at  Bethlehem  at  a  total  cost  of 
about  six  cents  per  unit,  including  Panama  canal  tolls.80 
Shipments  are  expected  to  begin  in  1915.81 

The  Steel  Corporation's  Ore  Reserves. 

In  the  Lake  Superior  District  at  the  organi- 
zation of  the  Steel  Corporation,  in  April,  1901, 
it  acquired  the  large  ore  reserves  of  the  Carnegie 
and  Federal  Steel  companies  and  the  smaller  ore  hold- 
ings of  the  National  Steel,  National  Tube,  American 
Steel  &  Wire  and  American  Steel  Hoop  companies.  The 
American  Tin  Plate  Company  owned  no  ore,  nor  did  the 
American  Sheet  Steel  Company.  At  practically  the  same 
time,  by  the  acquisition  of  the  Lake  Superior  Consoli- 
dated Iron  Mines,  the  Corporation  made  a  very  substan- 
tial increase  in  its  ore  reserve.  The  American  Bridge 
Company,  also  acquired  in  1901,  owned  no  ore,  nor  did 
the  Shelby  Steel  Tube  Company,  acquired  in  the  same 
year.  By  the  purchase  of  the  Union  Steel  Company,  in 
1902,  and  of  the  Clairton  Steel  Company,  in  1904,  con- 
siderable tonnages  of  ore  came  to  the  Steel  Corporation, 
and  the  "Hill  lease"  of  1907  added  a  very  large  tonnage 
to  its  reserves.  Various  leases  also  were  taken  from  fee 
owners  or  bought  from  the  original  lessees,  from  time  to 
time  during  the  Steel  Corporation's  history,  chief  among 
them  being  the  Chemung  lease  of  1903  and  the  Canisteo 
lease  of  1905. 

In  the  Adirondack  District  the  Steel  Corporation  ac- 
quired a  relatively  small  acreage  of  undeveloped  ore 


™Buck,  E,  XVII,  6650-2;  Snyder,  E.,  XVII,  6672. 
8»Schwab,  E.,  XI,  4394-5;  Buck,  E.,  XVII,  6653-4. 
81Snyder,  E,  XVII,  6671. 
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land  through  the  acquisition  of  the  Troy  Steel  Products 
Company  in  1903. 

In  the  Alabama  District  the  Corporation  acquired  a 
very  large  tonnage  of  red  ore  and  a  relatively  small  ton- 
nage of  brown  ore  by  the  purchase  of  the  Tennessee  Coal, 
Iron  &  Eailroad  Company,  in  November,  1907,  and  sub- 
sequently increased  these  holdings  in  1910  and  1911  by 
taking  leases  of  tracts  of  red  ore  land  through  the  Semi- 
nole Land  Company,  a  subsidiary. 

In  the  Cuban  District  the  Steel  Corporation,  some 
time  after  the  discovery  of  the  north  coast  ores,  acquired 
a  substantial  tonnage  through  its  subsidiary,  the  Piloto 
Mining  Company. 

These  ore  purchases  may  now  be  considered  in  some 
detail,  with  a  view  not  only  to  the  present  knowledge  of 
the  properties,  but  the  supposed  knowledge  of  them 
when  they  were  acquired.  And  in  this  connection — in 
order  that  the  sufficiency  of  the  supply  may  be  judged 
by  the  needs  of  the  Company — it  should  be  stated  that 
the  annual  shipments  of  Lake  Superior  iron  ore  by  the 
Steel  Corporation  increased  from  12,692,213  tons  in  19011 
to  23,148,467  tons  in  1907,2  and  to  25,202,084  tons  in 
1913.3    And  that  in  the  Alabama  District  the  shipments 


^ov't.  Ex.,  Vn,  p.  2007. 

2Gov't.  Ex.,  Vn,  p.  2013. 

3Gov't.  Ex.,  XIV,  p.  2884.  A  full  statement  of  the  annual  ton- 
nages of  Lake  Superior  ore  shipped  by  the  Steel  Corporation 
is  as  follows: 

1901,  12,692,213  (Gov't.  Ex.,    VII,  2007). 

1902,  16,659,470  (Gov't.  Ex.,    VII,  2008). 

1903,  14,293,083  (Gov't.  Ex.,    VII,  2009). 

1904,  11,746,409  (Gov't.  Ex.,    VII,  2010). 

1905,  19,251,872  (Gov't.  Ex.,    VII,  2011). 

1906,  20,885,774  (Gov't.  Ex.,    VII,  2012). 

1907,  23,148,467  (Gov't.  Ex.,    VII,  2013). 

1908,  14,579,613  (Gov't.  Ex.,    VII,  2014). 

1909,  21,876,246  (Gov't.  Ex.,    VII,  2015). 

1910,  22,185,972  (Gov't.  Ex,    VII,  2016). 

1911,  17,806,257  (Deft.  Ex,     III,  316). 

1912,  24,331,837  (Gov't.  Ex,  XIV,  2819). 

1913,  25,202,084  (Gov't.  Ex,  XIV,  2884). 
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grew  from  1,533,402  tons  in  19084  to  2,367,770  tons  in 
1913.B 

(a)  In  the  Lake  Superior  District. 

A  very  exhaustive  statement,  showing  the  present 
knowledge  of  the  mines  of  the  Steel  Corporation  in  this 
district  appears  in  Defendants'  Exhibits,  Vol.  IV,  pp. 
397-408.  It  shows  also  the  shipments  made  from  each 
mine  by  the  Steel  Corporation,  and  thus  furnishes  a  basis 
from  which  to  calculate  the  tonnage  of  each  mine  at  the 
time  of  acquisition.  This  statement  speaks  as  of  Jan- 
uary 1,  1912 — the  nearest  date  to  the  time  of  the  assess- 
ments and  estimates  of  the  Michigan  and  Minnesota  Tax 
Commissions,  whose  statements  of  tonnage  are  used 
throughout  the  statement.  The  defendants  adopted  the 
Tax  Commission  figures  in  the  preparation  of  the  state- 
ment, instead  of  the  figures  given  in  the  ore  reserve 
books  of  the  Corporation,  for  two  reasons, — first,  because 
the  Tax  Commission's  estimates  are  the  only  estimates 
in  which  the  mines  of  others  as  well  as  the  Steel  Corpora- 
tion are  estimated  on  a  uniform  basis,  and  are  thus  the 
only  statistics  available  for  comparison  of  holdings  and 
computations  of  percentages  of  ownership;  and  second, 
because  the  Tax  Commissions  have  considered  only  mer- 
chantable ore,  while  the  Corporation's  ore  reserve  books 
contain  estimates  of  ore  that  is  not  merchantable,  so 
mingled  that  a  separation  is  practically  impossible.6 


4  Annual  Keport  of  United  States  Steel  Corporation  for  1908,  put 
in  evidence  at  Gov't.  Ex.,  Vol.  V,  Part  II,  p.  1796. 

BGov't.  Ex.,  Vol.  XIV,  p.  2884.  A  full  statement  of  the  annual 
tonnages  produced  from  the  Alabama  mines  of  the  Steel 
Corporation,  as  shown  by  the  Annual  Eeports  of  the  Cor- 
poration, is  as  follows : 

1908,  1,533,402. 

1909,  1,824,863. 

1910,  1,981,301. 

1911,  1,239,563. 

1912,  2,079,907. 

1913,  2,367,770. 
«01cott,  E.,  IX,  3744. 
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From  this  exhibit,  it  appears  that  at  its  organization 
the  Steel  Corporation  acquired  862,884,237  tons  of  ore,7 
or  43.8  per  cent,  of  the  ore  in  the  then-known  ranges 
(vide,  pp.  427-8,  supra).  This  excludes  the  Cuyuna 
range,  which  was  not  then  known.  If  the  Cuyuna  were 
included,  the  percentage  would  have  been  only  36.2  per 
cent.  At  the  rate  at  which  shipments  were  made  in  1901, 
such  a  reserve  would  last  almost  68  years;  at  the  rate  of 
shipments  for  1902  it  would  last  less  than  52  years,  while 
at  the  1907  rate  of  shipments  it  would  last  but  37  years. 
What  the  Corporation  then  understood  to  be  the  tonnage 
of  these  same  ores,  however,  is  shown  by  an  estimate8 
made  by  James  Gayley,  First  Vice-President,  for  C.  M. 
Schwab,  President,  on  April  25,  1901,  and  put  in  evidence 
by  the  Government.  This  shows  a  total  of  611,000,000 
tons  of  standard  ore  and  29,000,000  tons  of  low  grade  ore. 
It  thus  appears  that  the  Corporation  then  had,  on  its  own 
estimates,  a  reserve  of  standard  ore  for  48  years  if  ship- 
ments continued  at  the  same  rate  as  in  1901,  while  at  the 
rate  of  shipments  in  1902  the  reserve  would  be  exhausted 
in  thirty-six  years.  The  inclusion  of  low  grade  ores 
would  extend  this  period  about  two  years  in  each  case. 
No  substantial  alteration  of  these  estimates  was  made  for 
several  years,  as  appears  from  the  estimates  of  1904  and 
1905,  presently  to  be  stated. 

In  1901  the  detailed  statement  shows9  that  two  ore 
properties10  were  acquired  containing,  as  now  appears, 
9,191,018  tons,  although  the  1904  ore  reserve  book  esti- 
mates only  2,555,103  tons  on  these  properties. 

In  1902,  by  the  acquisition  of  the  Union  Steel  Com- 


7D.  E.,  IV,  408. 

8Gov't.  Ex.,  Vol.  IX,  p.  2408. 

9Def't.  Ex.,  Vol.  IV,  pp.  404-5. 

10These  were  the  "Higgins"  properties — the  statement  indicates 
also  the  acquisition  of  the  Sweeney  mine  in  1901,  but  this 
is  an  evident  error  in  date,  as  we  know  that  that  mine  was 
acquired  through  the  Union  Steel  Company  in  December, 
1902.  The  figures  given  above  for  the  Higgins  tonnage  in- 
clude the  entire  Higgins  properties,  although  a  part  of  this 
property  was  not  taken  in  until  1902. 
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pany,  the  Steel  Corporation  secured  the  Sweeney,  Sharon, 
Penobscot  and  Donora  mines,  which  now  appear  to  have 
contained  33,156,073  tons  of  ore.  In  the  same  year  the 
Chicago  mine  on  the  Gogebic  range,  now  estimated  to 
have  contained  567,590  tons,  was  acquired. 

In  1903  the  most  important  iron  ore  acquisition  was 
the  purchase  of  the  Chemung  Iron  Company,  a  mining 
company  in  which  C.  A.  Congdon  and  Henry  W.  Oliver 
were  the  principal  owners.11  Its  properties,  which  were 
of  a  somewhat  lower  grade  than  the  average  of  the  Steel 
Corporation's  ores  at  that  time,12  contained,  on  the  basis 
of  present  estimates,  70,030,853  tons  of  ore,  although  only 
56,000,000  were  then  indicated.12"  There  was  also  leased 
the  Kosmerl  mine,  then  estimated  to  contain  5,000,000 
tons13  and  now  estimated  at  9,686,808  tons,  and  three 
other  smaller  properties  aggregating  at  present  estimates 
6,425,382  tons. 

Starting  in  April,  1901,  therefore,  with  862,884,237 
tons,  the  Corporation  thus  acquired  129,057,724  tons  ad- 
ditional up  to  January  1,  1904.  During  the  same  period 
its  shipments  from  all  properties  aggregated  43,644,766 
tons,  leaving,  as  now  appears,  948,297,195  tons  of  the 
present  standard  in  its  properties.  Its  own  estimate  at 
that  time,  however,  in  its  private  ore  reserve  book  of  Jan- 
uary 1,  1904,  was  708,099,422  tons. 

In  1904  the  Steel  Corporation  purchased  the  Cham- 
pion mine  on  the  Marquette  range,  and  three  properties 
on  the  Mesaba  range.  The  total  amount  of  ore  thus 
acquired  amounted  to  10,749,317  tons,  against  shipments 
for  the  year  of  11,746,409  tons. 

In  1905  the  principal  acquisition  of  ore  was  by  the 
Canisteo  lease,  then  thought  to  cover  about  7,000,000  tons 
of  merchantable  ore,130  but  which  actually  brought  to  the 


"Gayley,  E.,  IX,  3465. 
™Ibid.,  p.  3464-5. 
12001cott,  E.,  XVI,  6458-9. 
"Gov't.  Ex.,  Vol.  II,  p.  583. 
^Olcott,  E.,  XVI,  6459. 
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Steel  Corporation,  according  to  present  estimates, 
19,632,646  tons  of  ore.  Mr.  C.  A.  Congdon  again  was  the 
principal  owner  of  the  lands  covered  by  this  lease.14  In 
addition  to  this,  a  tract  of  land  adjoining  the  old  Hull 
mine  was  leased,  adding  11,178,531  tons  to  the  reserve, 
and  other  smaller  properties  were  acquired,  making  a 
total  of  45,842,263  tons  for  the  year,  against  shipments 
of  19,251,872  tons. 

In  1906,  although  a  year  of  large  shipments  (20,885,- 
774  tons),  the  Steel  Corporation  acquired  but  6,430,784 
tons  of  new  ore,  located  on  a  number  of  small  properties. 

At  the  beginning  of  the  year  1907,  the  Steel  Corpora- 
tion thus  had  in  its  ore  reserve,  according  to  present  esti- 
mates and  present  standards  of  merchantability,  the  ores 
originally  acquired  in  1901  (862,884,237  tons),  and  its 
purchases  up  to  January  1,  1907  (192,080,088  tons),  less 
the  tonnage  mined  and  shipped  during  the  same  period 
(95,528,821  tons),  its  net  reserve  then  being  959,435,504 
tons,  according  to  our  knowledge  in  1912  and  according 
to  the  standard  of  merchantability  of  1912.  The  ship- 
ments during  1907  were  23,148,467  tons,  at  which  rate 
such  a  reserve  would  last  forty-one  and  one-half  years. 
Reverting,  however,  to  contemporaneous  estimates,  it  ap- 
pears that  the  reserves  estimated  at  that  time,  and  accord- 
ing to  the  standards  of  availability  then  current,  were 
much  smaller.  Three  such  estimates  have  been  preserved 
and  are  in  evidence:  (a)  the  estimate  in  the  ore  reserve 
book  of  January  1, 1906,15  showing  827,772,997  tons,  since 
which  time  6,430,784  tons  had  been  acquired  and  20,- 
885,774  tons  had  been  mined  and  shipped,  leaving  the  net 
reserve  as  of  January  1,  1907,  at  813,318,007  tons,  or 
almost  exactly  thirty-five  years'  supply  at  the  rate  of 
shipments  in  1907;  (5)  the  anonymous  estimate  found  in 
the  Steel  Corporation's  files16  showing  819,502,000  tons 
as  of  January  1,  1906,  which  after  adding  1906  purchases 
and  deducting  1906  shipments  represents  a  net  reserve 


14Gayley,  E.,  IX,  3467. 

15Infra,  page  469  of  this  volume,  item  11. 

wVide  item  6  on  page  467  hereof. 
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as  of  January  1,  1907,  of  805,047,010  tons  or  thirty-four 
and  three-fourth  years'  supply  at  the  1907  rate  of  ship- 
ments; and  (c)  the  statement  prepared  by  the  Steel  Cor- 
poration in  1907  for  the  Bureau  of  Corporations17  show- 
ing the  ore  reserve  of  the  Corporation  as  of  December 
31,  1904,  at  772,867,573  tons,  which,  after  adding  1905 
and  1906  purchases  (52,273,047  tons)  and  deducting  1905 
and  1906  shipments  (40,137,646  tons),  gives  the  ore  re- 
serve as  785,002,974  as  of  January  1,  1907,  or  slightly  less 
than  thirty-four  years'  supply  at  the  rate  at  which  ship- 
ments were  made  in  1907. 

Having  thus  stated  the  condition  of  affairs  at  the 
beginning  of  the  year  1907,  we  come  to  the  acquisitions 
of  ore  in  that  year.  In  the  early  part  of  the  year  five 
relatively  small  mining  properties  were  acquired,  con- 
taining in  all  9,895,842  tons  according  to  present  es- 
timates. In  August  1907,  the  "Great  Northern"  ore 
lease  or  "Hill  lease,"  as  it  is  usually  called,  which  had 
been  under  consideration  for  two  or  three  years,  was 
executed.18  This  lease  included  a  very  large  tonnage 
of  ore  owned  by  the  Great  Northern  and  the  Northern 
Pacific  Railway  companies  and  others  in  the  central  and 
western  parts  of  the  Mesaba  range.  The  Petition  al- 
leges,18" and  the  Answer  denies186  that  this  lease  was  made 
by  the  Corporation  to  prevent  competition  by  putting 
this  ore  out  of  reach  of  other  steel  makers.  At  the  time 
the  lease  was  made  a  large  part  of  the  39,295  acres  in- 
cluded in  it  had  not  yet  been  explored,  and  the  lease  con- 
tained provisions  requiring  explorations  to  be  made  by 
the  Steel  Corporation,  with  periodical  reports  to  the 
lessors  showing  the  tonnages  developed.  The  minimum 
quantity  required  to  be  mined  from  the  leased  properties 
was  fixed  at  750,000  tons  in  1907,  1,500,000  tons  in  1908, 
and  thenceforth  increasing  by  750,000  tons  each  year 


17  Vide  item  5  on  page  466  of  this  volume. 

18The  terms  of  this  lease  appear  by  the  stipulation  of  Counsel  in 

E.,  IX,  3683. 
"""Petition,  page  30. 
186Answer,  pp.  26-7. 
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until  1917,  for  which  year  and  each  succeeding  year  the 
minimum  was  fixed  at  8,250,000  tons  per  year.  All  ore 
taken  from  the  property  was  required  by  the  lease  to 
be  shipped  over  the  Great  Northern  Railway  to  Lake 
Superior,  and  the  royalty  stipulated  for  was  inclusive 
of  all  freight  and  dockage  charges  to  the  Lake.  These 
combined  royalty,  freight  and  dockage  charges  were 
based  on  sliding  scales  according  to  the  iron  content  of 
the  ore  and  the  year  in  which  it  was  shipped,  the  com- 
bined charges  on  59  per  cent,  ore,  for  example,  increas- 
ing from  |1.65  per  ton  in  1907  to  fl.956  per  ton  in 
1916.  The  lease  was  to  continue  until  the  exhaustion 
of  all  ore  containing  49  per  cent,  iron  and  over,  but  an 
option  was  given  the  Steel  Corporation  to  cancel  the 
lease  on  January  1,  1915,  by  giving  two  years'  previous 
notice.  (This  option  was  exercised  by  the  Steel  Cor- 
poration in  October,  1911,  shortly  before  this  suit  was 
commenced.19  By  a  subsequent  agreement,  made  in 
March,  1912,20  an  immediate  surrender  was  made  by 
the  Steel  Corporation  of  all  except  a  small  part  of  the 
property,  which  is  spoken  of  herein  as  the  "retained 
Hill  tonnage"  and  which  alone  the  Steel  Corporation  is 
holding  until  December  31,  1914). 

As  to  the  tonnage  acquired  by  this  Hill  lease,  there 
are  many  varying  estimates,  whose  lack  of  agreement  is 
due  principally  to  the  want  of  exploration  of  the  prop- 
erty until  after  the  lease  was  made.200  Thus  in  the 
ore  reserve  book  of  190521  and  in  a  letter  of  Thomas  P. 
Cole,  President  of  the  Oliver  Iron  Mining  Company, 
written  in  February,  1905,22  the  tonnages  controlled  by 
the  Great  Northern  and  Northern  Pacific  Railway  com- 
panies are  estimated  at  132,190,652  tons.  In  substan- 
tial accord  with  these  is  the  anonymous  estimate  of  Jan- 


"Petition,  p.  30;  Answer,  p.  28;  G.  E.,  II,  793. 

20Vide   supplemental  Answer   of  West   Missabe  Land   Co.   and 

otters,  p.  1;  E.,  XXIX,  12066-7. 
2M01cott,  E.,  XVI,  6465. 
21Vide  item  11  on  pp.  469-70  hereof. 
22Item  12a,  p.  470  hereof. 
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uary  1,  1906,23  which  assigns  to  these  two  railway  com- 
panies 131,000,000  tons.  In  February,  1907,  Mr.  Cole 
estimates24  the  "Hill  ores"  at  175,000,000  tons  "devel- 
oped," and  75,000,000  "probable  additional."  In  March, 
1907,  Mr.  Gayley  estimates25  them  at  159,131,000  tons 
of  merchantable  developed  ore,  and  about  70,000,000 
tons  "probable  additional."  In  the  ore  reserve  book 
of  190828  they  are  estimated  at  167,088,666  tons  devel- 
oped, and  67,250,000  tons  "probable  additional."  In  the 
1910  ore  reserve  book27  they  are  estimated  at  258,688,790 
tons  "developed,"  and  17,100,000  "probable  additional." 
The  report  by  the  Steel  Corporation  to  the  "Hill  Trus- 
tees," dated  January  1,  1911,28  puts  the  total  tonnage 
of  "merchantable  and  non-merchantable"  ore  at  286,056,- 
034,  plus  low  grade  ore  capable  of  reduction  into 
21,794,782  tons  of  concentrates.  The  Minnesota  Tax 
Commission's  estimates  of  1912  (which  have  been  adopt- 
ed herein  as  representing  the  best  of  the  present  knowl- 
edge on  the  subject)  put  the  total  of  the  "Hill  ores"  at 
254,314,430  tons  on  January  1,  1912,29  to  which  should 
be  added  7,831,075  mined  and  shipped  from  these  prop- 
erties between  1907  and  1911,  giving  a  total  of  262,- 
145,505  tons  as  the  now  known  contents  of  the  Hill  prop- 
erties when  the  lease  was  taken. 

Adding  the  tonnages  acquired  by  scattering  small 
purchases  at  the  beginning  of  the  year  (9,895,842  tons) 
and  deducting  the  shipments  of  1907  (23,148,467  tons), 
it  appears  that  the  net  increase  in  the  Corporation's  ore 
reserve  in  the  year  1907  was  248,892,880  tons,  or  nearly 
eleven  years'  supply  at  the  current  rate  of  shipments. 
The  total  reserve  on  January  1,  1908,  computed  accord- 
ing to  the  present  estimates,  was  1,208,328,384  tons,  or 


23Item  6,  p.  467  hereof. 
24Item  12b,  p.  470  hereof. 
25Item  12c,  p.  470  hereof. 
26Item  11,  pp.  469-70  hereof. 
27Item  11,  pp.  469-70  hereof. 
28Item  12d,  p.  471  hereof. 
^Def't.  Ex.,  Vol.  V,  p.  420. 
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slightly  less  than  fifty-two  years  and  three  months'  sup- 
ply at  the  rate  of  shipments  in  1907.30  This  is  the  high 
point  of  the  tonnage  of  the  Steel  Corporation's  ore  re- 
serve. 

In  the  year  1908  the  Corporation  acquired  3,458,741 
tons  on  the  Gogebic  range  and  1,361,019  tons  on  the 
Mesaba.  Its  shipments  during  1908  were  14,579,613  tons 
— a  net  loss  in  the  reserves  during  the  year  of  9,759,- 
850  tons. 

In  1909  only  a  small  Mesaba  property  of  620,531  tons 
was  acquired,  while  the  shipments  were  21,876,246  tons — 
a  net  loss  in  the  reserves  for  the  year  of  21,255,715  tons. 

In  1910,  by  the  acquisition  of  a  Mesaba  property 
called  the  "Walker,"  14,071,541  tons  were  added,  while 
the  shipments  were  22,185,972  tons — a  net  loss  for  the 
year  of  8,114,431  tons. 

In  1911  no  Lake  Superior  ore  property  was  acquired. 
The  shipments  for  1911  were  17,806,257  tons.  Thus  by 
shipments  alone,  in  the  years  1908-1911,  the  Corporation's 
ore  reserve  was  reduced  to  1,151,392,131  tons.  But  by 
the  surrender  of  the  Hill  lease,  in  October,  1911,  a  still 
further  reduction  was  entailed.  Judge  Gary  testified31 
that  this  lease  was  surrendered,  first,  because  the  cost 
of  concentration  of  the  lower  grade  ores  of  the  Hill  lease 
was  found  to  be  excessive;  and,  second,  because  of  the 
criticism  in  July,  1911,  of  the  Bureau  of  Corporations 
that  the  lease  was  of  a  monopolistic  tendency.  Mr.  W. 
J.  Olcott,  President  of  the  Oliver  Iron  Mining  Company, 
testified32  that  as  about  50  per  cent,  of  the  Steel  Corpora- 
tion's plants  were  equipped  for  the  Bessemer  process  and 
could  use  only  Bessemer  ore,  the  Hill  ores   (of  which 


30The  ore  reserve  book  of  January  1, 1908,  states  the  total  tonnage 
as  1,236,969,816  tons  of  ore,  and  the  ore  reserve  book  of  Janu- 
ary 1,  1910,  puts  it  at  1,314,342,104  tons,  but  these,  as  ex- 
plained in  note  19,  page  469  hereof,  include  non-merchant- 
able ores.  The  figures  in  the  text  are  those  of  the  Tax  Com- 
mission, which  were  used  as  the  basis  of  Deft.  Ex.,  102,  103 
and  104,  Vol.  IV,  pp.  397-410. 

31K.,  XII,  4832-3. 

32E.,  XVI,  6465-7. 


Digitized  by  Microsoft® 


451 


only  25  per  cent,  to  30  per  cent,  are  now  known  to  be  Bes- 
semer ores)33  were  found  on  exploration  to  be  less  desir- 
able for  the  Steel  Corporation  than  they  would  be  for  its 
competitors,  who  have  less  need  for  Bessemer  ore.34  The 
surrender  of  that  part  of  the  Hill  lands  upon  which  no 
mining  was  being  carried  on  was  made  at  once35  before 
the  opening  of  the  mining  season  of  1912,  and  by  this 
action  216,438,979  tons  were  taken  at  once  from  the  re- 
serves of  the  Corporation,  leaving  its  reserves  at  934,- 
953,152  tons.  The  balance  of  the  Hill  properties,  called 
the  "retained  Hill  lands,"  contained  on  January  1,  1912, 
a  total  of  37,875,451  tons.  Of  this  the  Steel  Corporation 
is  required  by  the  Hill  lease  to  mine  and  pay  for  18,897,- 
674  tons,  while  the  balance  (18,977,777  tons)  if  unmined 
is  to  be  surrendered  to  the  lessors  on  December  31,  1914. 
Testifying  on  October  7,  1913,  Mr.  John  U.  Sebenius,36 
General  Mining  Engineer  of  the  Oliver  Iron  Mining 
Company,  stated  that  his  company  would  be  unable  to 
mine  any  of  this  balance  in  excess  of  the  minimum  re- 
quirements, and  that  that  balance  would  be  left  in  the 
Hill  properties  and  surrendered  by  the  Steel  Corpora- 
tion. Deducting  it  from  the  apparent  reserve  as  of  the 
beginning  of  the  year  1912,  and  adding  6,617,210  tons  to 
account  for  the  inclusion,  in  the  shipment  figures  above 
given,  of  shipments  from  various  smaller  properties  sur- 
rendered to  the  lessors  prior  to  January  1,  1912,37  the 


^Ibid,  p.  6466. 

Silbid,  p.  6462. 

35Under  the  provisions  of  the  contract  of  March,  1912,  set  forth 
in  the  supplemental  Answer  of  the  West  Missaba  Land  Co. 
et  al. 

38E,  XVI,  6572. 

37 Among  these  are  the  Chandler  Mine  on  the  Vermillion  Eange, 
and  the  Hartford  and  ISTegaunee  on  the  Marquette  Eange. 
The  adjustment  made  in  the  text  includes  also  an  allowance 
for  the  fact  that  the  shipments  of  ore  from  the  Lake  Supe- 
rior group  of  mines  on  the  Marquette  Eange  include 
1,439,000  tons  belonging  to  other  owners  owning  a  fractional 
interest  in  those  mines.     (Diehl,  E.,  XVII,  6958.) 
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actual  net  reserve  is  922,592,585  tons  at  the  beginning  of 
the  season  of  1912,  divided  as  follows  :38 

Mesaba  860,312,061 

Menominee   11,416,500 

Crystal  Falls  625,000 

Iron  River 1,400,000 

Marquette    17,803,266 

Gogebic   19,615,600 

Vermillion    11,420,158 

Total    922,592,585 

At  the  rate  of  shipments  of  1912  (24,331,837)  such  a 
reserve  would  be  exhausted  in  less  than  thirty-eight  years. 

(b)  Adirondack  District. 

By  the  acquisition  of  the  Troy  Steel  Products  Com- 
pany in  1903,  the  Steel  Corporation  came  into  possession 
of  17,000  acres  of  unexplored  lands  in  the  Adirondack 
District,  valued  at  $42,500  in  1908- 1  No  estimate 
of  the  tonnage  of  ore  in  this  property  appears  in  the 
record. 

(c)  New  York-New  Jersey-Pennsylvania  District. 

The  Steel  Corporation  owns  no  part  of  the  ores  in 
this  district. 

(d)  Alabama  District. 

By  the  acquisition  in  November,  1907,  of  the  Ten- 
nessee Coal,  Iron  &  Railroad  Company,  the  Steel  Cor- 
poration secured  a  large  tonnage  of  red  ore  and  a  com- 
paratively small  tonnage  of  brown  ore  in  the  Alabama 
District.  Several  estimates  of  the  tonnage  of  these  ores 
have  been  proven,  although  in  this  district  we  have  no 
Tax  Commission  estimates  to  aid  us. 

In  May,  1904,  when  a  proposition  for  the  merger  of 


38Def  t.  Ex.,  Vol.  IV,  P-  410. 
aGov't.  Ex.,  Vol.  IX,  p.  2357-8. 
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the  Tennessee,  the  Republic  and  the  S  loss- Sheffield  com- 
panies was  under  consideration,  an  appraisal  committee 
was  appointed  to  determine  the  relative  value  of  the 
ore  and  coal  of  the  three  companies,  and  in  the  course 
of  this  investigation  an  estimate  was  made  of  the  ton- 
nage owned  by  each.2  This  committee  estimated  the 
Tennessee  Company's  red  ore  at  402,621,500  tons.3 

The  annual  report  of  the  Tennessee  Company  for  the 
year  ending  December  31,  1906,  claimed  "700,000,000 
tons  of  iron  ore"  for  the  Company,  making  no  division 
of  this  figure  between  red  ore  and  brown  ore,4  while  John 
A.  Topping,  its  president,  then  estimated  750,000.000 
tons.40 

On  June  1,  1908,  two  experts,  sent  by  the  Steel  Cor- 
poration to  estimate  the  ore  reserves  of  the  Tennessee 
Company,  reported  their  estimate  of  its  merchantable 
red  ore  reserves  to  be  "175,600,000  tons  reasonably  as- 
sured, including  14,200,000  tons  developed,"  and  279,- 
600,000  tons  "probable  additional."5 

During  the  years  1910  and  1911  the  Steel  Corpora- 
tion acquired  (in  the  name  of  the  Seminole  Land  Com- 
pany, a  subsidiary  of  the  Tennessee  Company)  by  pur- 
chase from  various  individuals  not  engaged  in  iron  or 
steel  making  or  mining,  4,592  acres  of  land  estimated  to 
contain  58,500,000  tons  of  red  ore.6 

In  1913,  estimates  made  up  by  mining  experts  and 
geologists  for  the  purpose  of  proof  in  this  suit,  showed 
that  the  Steel  Corporation  controls  a  total  of  454,180,000 
tons  of  red  ore  in  the  Birmingham  District,  including 
the  recent  purchases  of  the  Seminole  Land  Company.7 

Deducting  the  Seminole  purchases  from  this  total  and 
adding  the  total  production  of  the  mines  in  the  years 


2Perin,  E.,  II,  972-3;  975. 

3Gov't.  Ex.,  Vol.  I,  p.  245. 

"Gov't.  Ex.,  Vol.  VII,  p.  2142. 

""Topping,  E.,  II,  659. 

BDef't.  Ex.,  Vol.  IV,  p.  392;  Catlett,  K.,  XVII,  6971;  Merriam, 

E.,  XVI,  6354. 
"Deft.  Ex.,  Vol.  V,  p.  419. 
'Deft.  Ex.,  Vol.  IV,  p.  416;  Ellis,  E.,  XVII,  6701. 
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1908  to  1913  (11,026,806  tons),8  it  appears  that,  accord- 
ing to  the  latest  estimates,  the  Steel  Corporation  acquired 
406,706,806  tons  of  red  ore  in  the  Birmingham  District 
by  the  purchase  of  the  Tennessee  Company. 

As  to  brown  ore,  the  appraisal  committee  of  1904 
estimated  the  Tennessee  Company  tonnage  at  10,177,000 
tons;9  and  the  two  experts  representing  the  Steel  Cor- 
poration in  1908  estimated  it  at  3,150,000  tons  "prob- 
able."10 No  other  estimates  of  the  brown  ores  of  the 
Steel  Corporation  are  in  evidence. 

(e)  Texas  District. 

The  Steel  Corporation  owns  no  part  of  the  ores  in 
this  district. 

(f)  Other  Fields  in  the  United  States. 

The  Steel  Corporation  owns  no  part  of  the  ores  in 
the  various  minor  ore  fields  of  the  United  States,  except 
that  it  owns  some  properties  of  doubtful  value  in  the 
Baraboo  and  Iron  Kidge  districts  of  Southern  Wiscon- 


(g)   The  Cuban  Fields. 

The  Steel  Corporation  owns  no  part  of  the  ores  on 
the  south  coast  of  Cuba,  nor  in  any  of  the  districts  of 
the  north  coast,  except  the  Moa-Taco  district.  In  that 
district,  however,  its  subsidiary,  the  Piloto  Mining  Com- 
pany, owns  ores  estimated  at  210,000,000  tons.12  These 
were  acquired  by  purchase  at  some  time  after  the  dis- 
covery of  the  district  in  1903.  No  shipments  of  the  Steel 
Corporation's  ores  in  this  district  have  yet  been  made. 


"Production  tonnages  are  given  in  detail  in  Note  5,  p.  443,  supra. 
A  small  part  of  this  is  brown  ore,  but  a  separation  is  im- 
practicable. 

9Gov't.  Ex.,  Vol.  I,  p.  246. 
"Deft.  Ex.,  Vol.  IV,  p.  392. 
"Olcott,  E.,  XVI,  6453-4. 
"Deft.  Ex.,  Vol.  V,  p.  421. 
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(h)   The  Newfoundland  Field. 

The  Steel  Corporation  owns  no  part  of  the  ores  of 
this  district. 

(i)   The  North  Swedish  Field. 

The  Steel  Corporation  owns  no  part  of  the  ores  of 
this  district. 

(j)   The  Brazilian  Field. 

The  Steel  Corporation,  despite  the  strong  recom- 
mendations of  its  experts,13  has  acquired  no  part  of  the 
ores  of  this  district. 

(k)   The  Chilean  Ores. 

The  Steel  Corporation  owns  no  part  of  the  ores  of 
this  district. 

Ore  Monopoly. 

The  Petition  does  not  in  terms  charge  the  Steel 
Corporation  with  having  or  attempting  to  secure  a  mo- 
nopoly of  available  iron  ores,  but  it  charges  that  the  Steel 
Corporation  has  a  "dominating  position"1  and  charges 
that  it  "has  largely  forestalled  competition  by  shutting 
off  the  sources  upon  which  it  could  be  successfully 
based."2  The  Answer  responsively  denies  these  charges 
and  denies  the  inference  that  the  Steel  Corporation  has 
"cornered"  or  monopolized  the  ore  supply  or  attempted 
to  do  so.3 

Beside  several  general  statements  tending  to  prove 
or  to  disprove  these  charges,  the  record  contains  a  great 
mass  of  evidence  tending  to  show  the  details  of  the  owner- 
ship of  ore  by  the  Steel  Corporation  and  its  competitors 
and  much  evidence  with  regard  to  the  continuing  devel- 
opment of  new  ore  bodies. 


"Merriam,  E.,  XVI,  6362. 
iPetition,  page  30. 
2Petition,  page  37. 
sAnswer,  page  34. 
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1.  The  Lake  Superior  District. 

A  map  of  this  district  is  printed  in  Defendants'  Ex- 
hibit, Vol.  VIII,  p.  620. 

General  Statements. 

The  Government  has  proved  the  following  statements 
by  persons  in  the  employ  of  the  Steel  Corporation : 

By  James  Q-ayley  (Vice-President  of  the  Steel  Cor- 
poration) in  Executive  Committee,  United  States  Steel 
Corporation,  June  21,  1901:  "We  now  have  about  70 
per  cent,  of  the  known  Old  Eange  ores,  including  Bes- 
semer and  Non-Bessemer,  and  of  the  Bessemer  Old  Kange 
we  control  about  90  per  cent."4 

By  G.  M.  Sclvwab,  in  a  speech  delivered  in  Chicago, 
December  21,  1901:  "The  constituent  companies  of  the 
United  States  Steel  Corporation  own,  as  nearly  as  we 
can  estimate,  from  75  to  80  per  cent,  of  all  the  known 
Northwestern  ores,  the  value  of  which  is  very  high."48 
Also  in  testimony  before  the  Industrial  Commission, 
May  11,  1901 :  "The  great  advantages  [of  the  Steel  Cor- 
poration] started  with  the  ore — were  those  ore  interests, 
I  should  say,  taking  the  whole  known  range  of  ores  in 
the  Northwest  from  which  all  these  companies  derived 
their  supply.  The  United  States  Steel  Company  con- 
trols, or  owns,  in  the  neighborhood  of  80  per  cent,  of  all 
those  ores."46  Also  in  testimony  before  the  Stanley  Com- 
mittee, August  4,  1911 :  "I  do  not  believe  there  will  be 
any  great  development  in  iron  and  steel  by  new  com- 
panies, but  rather  development  by  the  companies  now  in 
the  business.  *  *  *  For  the  reason  that  the  pos- 
sibility of  a  new  company  getting  a  sufficiently  large 
supply  of  raw  materials  would  make  it  exceedingly  dif- 
ficult, if  not  impossible.  *  *  *  I  do  not  think  it  is 
possible  to-day,  with  the  known  ores,  for  anyone  to  get 
a  sufficiently  large  reserve  to  justify  the  very  great  ex- 


4Gov't.  Ex.,  Vol.  II,  p.  566. 
"Schwab,  E.,  XI,  4333. 
*"Schwab,  E,  XI,  4383. 


Digitized  by  Microsoft® 


457 


penditure  of  capital  necessary  to  successfully  manufac- 
ture. But,  Mr.  Chairman,  I  would  like  to  qualify  that 
by  saying  that  there  are  large  well-known  deposits,  for 
example,  on  the  west  coast  of  Mexico,  that  may  be  made 
available  by  the  Panama  Canal  and  cheaper  transporta- 
tion later  on.  I  do  not  want  to  make  that  statement 
absolute,  but  I  say  the  chances  are  against  such  develop- 
ment,"40 

By  Judge  Gary,  in  Executive  Committee,  United 
States  Steel  Corporation,  May  6,  1902 :  "We  certainly 
have  everything  on  the  Vermillion ;  we  bought  everything 
in  the  Mesaba  that  is  good,  that  is  best,  and  that  is  first 
class,  with  perhaps  one  exception  that  we  could  not  get, 
and  with  the  exception  of  beyond  Hibbing;  we  cannot 
get  there.  Mr.  Hill  is  in  there  now.  The  property 
which  has  been  bought  is  low  grade  ore,  and  we  have  of 
that  class  of  ore  certainly  60,000,000  to  70,000,000  not 
yet  opened.  We  can  afford  to  let  our  competitors  get 
the  low  grade  ores  if  we  have  the  better  ones."5 

By  Judge  Gary,  in  1908,  at  a  Congressional  Tariff 
Committee  hearing :  "Q.  You  do  practically  control  the 
ore  supply  of  the  country?  A.  No;  not  now,  not  for  the 
immediate  future.  Q.  Well,  the  ultimate  supply?  A. 
Yes ;  I  think  so ;  that  is,  pretty  nearly ;  it  is  not  absolute 
control."8 

A  Government  witness,  P.  H.  Nelson,  a  dealer  in 
mining  properties,  testified7  when  asked  what  advan- 
tages, if  any,  the  Steel  Corporation  has  over  its  compet- 
itors: "I  think  the  Steel  Corporation  has  a  good  deal 
better  mines  than  any  of  its  competitors."  No  explana- 
tion of  this  statement  was  asked  or  given,  and  it  was  not 
shown  whether  the  witness  meant  "better"  by  natural 
condition  or  "better"  in  development  and  equipment. 

The  Government  called  no  geologist  or  mining  en- 
gineer to  testify  to  conditions  in  the  Lake  Superior  iron 


*cSchwab,  K.,  XI,  4334-5. 
BGov't.  Ex.,  Vol.  II,  p.  572. 
6R,  XIV,  5380-1. 
m.,  VIII,  3304. 
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ore  district,  nor  did  it  call  any  owner  of  properties  in 
that  district,  except  Mr.  Nelson  (whose  only  statement 
bearing  on  the  suggestion  of  monopoly  is  quoted  above, 
and  who  admitted  in  cross-examination8  that  even  after 
the  making  of  the  "Hill  lease"  he  was  unable  to  induce 
any  competitor  of  the  Steel  Corporation  to  purchase  a 
Mesaba  mine  which  he  had  for  sale).  Nor  did  the  Gov- 
ernment call  any  competitor  of  the  Steel  Corporation 
to  testify  to  a  monopoly  or  even  a  shortage  of  ores  or 
to  any  difficulty  in  securing  an  adequate  supply. 

The  defense  summoned  a  number  of  witnesses  on  these 
points.    They  were: 

Dr.  G.  K.  Leith,  Professor  of  Geology  in  the  Uni- 
versity of  Wisconsin,  non-resident  Professor  of  Struc- 
tural Geology  in  the  University  of  Chicago,  iron  ore  ex- 
pert of  both  the  Michigan  and  the  Wisconsin  Tax  Com- 
missions, and  one  of  the  two  joint  authors  of  the  most 
recent  and  exhaustive  treatise  on  Lake  Superior  iron 
ores  that  has  yet  been  published  by  the  United  States 
Geological  Survey.  Dr.  Leith  testified9  that  there  has 
been  no  evidence  of  any  "corner"  of  the  Lake  Superior 
iron  ores  and  that  he  believes  that  it  would  be  a  practi- 
cal impossibility  to  effect  such  a  monopoly.  He  further 
testified10  that  there  is  to-day  on  the  market,  available 
for  purchase,  an  abundance  of  iron  ores,  and  that  a  sup- 
ply sufficient  to  create  a  fifty-year  reserve  for  a  com- 
pany as  large  as  the  Cambria  Steel  Company  or  the 
Bethlehem  Steel  Company  could  be  bought  without  diffi- 
culty. In  addition  to  such  ores,  vast  supplies  are  owned 
by  merchant  ore  companies11  whose  properties  are  inde- 
pendent of  the  Steel  Corporation — one  of  these  compa- 
nies alone  owning  twice  as  much  Michigan  ore  as  the 
Steel  Corporation  itself.12     Discoveries  of  new  ore  in 


8E.,  Vm,  3254-6. 
9E.,  XVI,  6237. 
™Ibid.,  p.  6232. 
"E.,  XVI,  6234. 
™Ihid.,  p.  6232. 
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the  old  ranges  in  recent  years  have  far  exceeded  the 
shipments  from  those  ranges,  and  the  estimated  reserves 
are  now  larger  than  ever  before.13  So  large  is  the  over- 
supply  of  ores  in  Michigan  and  to  such  an  extent  has 
the  market  for  ore  properties  been  glutted,  that  little 
effort  is  now  being  made  to  develop  further  deposits.14 
In  1911  the  Steel  Corporation  owned  27.5  per  cent,  of 
the  assessed  tonnage  of  iron  ore  in  Michigan,  while  in 
1913  its  percentage  was  but  22.6  per  cent.,  the  difference 
being  due  to  the  vast  tonnages  disclosed  by  development 
work  during  the  interval.15 

W.  N.  Merriam,  Geologist  of  the  Oliver  Iron  Mining 
Company,  a  scientist  of  thirty  years'  experience  in  the 
Lake  Superior  iron-ore  districts,  corroborated16  Dr. 
Leith  in  the  foregoing  statements,  and  in  addition  tes- 
tified17 that  for  the  past  fifteen  years  there  has  been  a 
constant  fall  in  the  permissible  minimum  of  iron  content 
in  merchantable  ore,  and  that  each  reduction  of  one  per 
cent,  in  the  standard  brings  millions  of  tons  of  addition- 
al ore  into  the  calculated  reserves.  Although  only  about 
two  billion  tons  are  now  calculated  in  the  Lake  Superior 
reserves  based  on  a  minimum  of  50  per  cent,  iron,  a 
continuance  of  this  fall  in  permissible  iron  content  down 
to  45  per  cent,  will  add  two  billion  tons  more,  while 
if  we  consider  as  merchantable  all  ores  over  35  per  cent, 
(the  present  standard  in  Alabama  and  in  parts  of  Eu- 
rope), the  Lake  Superior  District  will  contain  seventy 
billion  tons.18  Of  this  almost  incredible  quantity  the 
Steel  Corporation's  proportion  is  less  than  10  per  cent.19 

W.  J.  Olcott,  President  of  the  Oliver  Iron  Mining 
Company,  a  mining  engineer  and  operator  of  twenty-nine 


lsIbid.,  p.  6231. 

^Ibid.,  p.  6235. 

15E.,  XVII,  6918. 

16E.,  XVI,  6349-6353. 

17E.,  XVI,  6347  and  see  U.  S.  G-eol.  Sur.  Chart  showing  fall  in 

percentage  of  iron  in  merchantable  ore,  Def.  Ex.,  Vol.  V, 

p.  438. 
18E.,  XVI,  6348. 
lsIbid.,  p.  6349. 
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years'  active  experience  in  the  Lake  Superior  District, 
corroborated  Dr.  Leith  and  Mr.  Merriam  in  testifying20 
as  to  the  ease  of  establishing  an  adequate  ore  reserve 
for  a  large  new  competitor  in  the  steel  business  by  buy- 
ing or  leasing  ore  lands  now  offered  on  the  market.  He 
also  testified21  that  the  "Hill"  ores  are  now  free  to 
serve  as  an  ore  reserve  for  any  independent  steel  com- 
pany that  may  wish  to  acquire  them,  and  that  the  pres- 
ent merchant  ore  companies  have  never  been  able  to  sell 
as  much  ore  as  they  could  produce.22  Mr.  Olcott  also 
told23  in  detail  of  recent  great  developments  of  high 
grade  ore  by  interests  independent  of  existing  steel  com- 
panies. He  testified24  that  he  believed  an  ore  monopoly 
impossible  of  accomplishment,  and  that  any  attempt  to 
monopolize  would  only  stimulate  the  further  extension 
and  development  of  the  known  deposits.  He  further 
described25  the  gradual  abandonment  of  the  acid  Besse- 
mer process  of  steel-making  and  the  growth  both  in  the 
Steel  Corporation  and  among  its  competitors  of  the 
basic  open-hearth  process,  for  which  both  Bessemer  and 
non-Bessemer  ore  are  suited.  He  also  produced  and  veri- 
fied26 as  bearing  on  the  alleged  disposition  of  the  Steel 
Corporation  to  buy  up  all  available  ore,  a  long  state- 
ment27 showing,  as  far  as  can  at  this  late  date  be  traced 
in  his  office  records,  the  descriptions,  names  of  owners, 
prices,  tonnages  and  iron  analyses  of  a  great  number 
of  properties  offered  for  sale  to  the  Steel  Corporation 
and  rejected  by  it. 


2°R,  XVI,  6440-3. 

21Ibid.,  p.  6442. 

22Ibid.,  p.  6455. 

2Hbid.,  p.  6443-6451. 

2iIbid.,  p.  6454-5. 

2sIbid.,  p.  6461-2.  And  this  fundamental  change  in  the  industry 
is  shown  very  strikingly  by  the  statistics.  Thus  in  rails, 
open  hearth  steel  was  used  in  1901  to  make  only  .07  of  one 
per  cent,  of  the  tonnage,  while  in  1912,  63.3  per  cent,  of 
the  rails  made  in  the  United  States  were  made  of  open  hearth 
steel.    Deft.  Ex.,  Vol.  Ill,  p.  323. 

28R,  XVI,  6463. 

"Def.  Ex.,  Vol.  IV,  pp.  393-396. 
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Price  McKinney,  of  Corrigan,  McKinney  &  Company, 
an  independent  merchant  iron  ore  firm  of  twenty-five 
years'  experience,  testified28  that  his  firm  produces  and 
sells  annually  2,500,000  tons  of  ore,  but  that  it  never  has 
been  able  to  sell  its  entire  capacity  and  has  been  com- 
pelled to  shut  down  some  of  its  mines  in  order  to  avoid 
paying  taxes  on  ores  for  which  there  was  no  market.  He 
further  testified29  that,  to  consume  this  ore  which  his  firm 
has  been  unable  to  sell,  he  has  heretofore  built  six  blast 
furnaces,  and  is  now  building  two  more.  In  addition,  he 
is  now  building  a  steel  plant30  with  an  initial  capacity  of 
1,500  tons  per  day  (500,000  tons  annually).  Although 
his  own  furnaces  will  consume  about  1,500,000  tons  of  ore 
annually,  he  will  still  have  as  much  more  for  sale  to  any 
purchaser.31 

Johm,  Birlcenbine,  consulting  engineer  of  forty  years 
special  experience  in  iron  ores,  familiar,  by  personal  ex- 
amination, with  iron  ores  of  twenty-five  or  twenty-six 
states  of  this  country,  specially  retained  by  the  United 
States  Geological  Survey  for  seventeen  years  in  the  com- 
pilation of  the  iron  ore  statistics  of  the  country,  who 
had  been  President  of  the  American  Institute  of  Mining 
Engineers,  President  of  the  Franklin  Institute,  and  Presi- 
dent of  the  Engineers  Club  of  Philadelphia,  testified32 
that  more  than  one  entirely  new  steel  company  of  large 
size,  located  in  the  same  district  as  the  Steel  Corpora- 
tion, would  have  no  difficulty  in  securing  an  adequate 
ore  reserve ;  that  no  lack  of  iron  ore  supply  will  operate 
to  restrict  the  growth  of  the  steel  industry,  and  that  no 
monopoly  or  practical  monopoly  of  the  iron  ores  of  the 
United  States  is  possible. 

E.  H.  Gary  testified  that  at  the  time  this  suit  was 
commenced  most  of  the  competitors  had  a  greater  supply 
of  ore  in  reserve,  in  proportion  to  their  requirements, 


28R.,  XVI,  6548-54. 
™IMd.,  p.  6554-5. 
™IUd.,  p.  6555-8. 
^Ilid.,  p.  6559. 
32E.,  XVII,  7012-13. 
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than  had  the  Steel  Corporation33  even  when  it  had  the 
Hill  lease;34  that  the  Corporation  had  not  acquired 
nearly  as  much  ore  as  its  ore  experts  had  recommended 
as  necessary  for  its  legitimate  needs.35  He  further  testi- 
fied36 that  his  admission  in  the  course  of  the  Congressional 
Tariff  Hearing  mentioned  above  (p.  457)  as  to  "con- 
trol of  the  ultimate  supply  of  ore"  was  based  upon  the 
erroneous  impression  that  the  Corporation  then  con- 
trolled about  seventy  per  cent,  of  the  best  Lake  Superior 
ores.  He  added:  "I  was  very  poorly  posted.  *  *  * 
Of  course  I  was  wrong,  terribly  wrong." 

Charles  M.  Schwab,  formerly  President  of  the  Steel 
Corporation  and  now  President  of  the  Bethlehem  Steel 
Company,  testified37  as  to  the  Steel  Corporation's  ore 
reserve,  "It  had  a  good  ore  reserve,  but  it  ought  to  have 
had  more,  and  it  ought  to  have  more  to-day."  He  also 
testified38  to  the  reluctance  of  the  Steel  Corporation  to 
add  to  its  ore  supply  in  spite  of  the  constant  importunity 
of  its  ore  experts,  and  to  the  fact  that  no  purchase  was 
ever  made  with  the  idea  of  monopolizing  ore. 

James  G-ayley,  formerly  Vice-President  of  the  Steel 
Corporation,  testified39  that  while  Vice-President  he  had 
frequently  urged  upon  the  Finance  Committee  of  the 
Corporation  the  purchase  of  ore  lands  without  success, 
and  that  his  contention  that  the  Corporation  should  al- 
ways keep  a  fifty  years'  supply  of  ore  in  reserve  was  not 
successful  with  that  committee.40  He  further  testified41 
that  his  estimate  in  1901  of  the  Corporation's  percent- 
age of  Old  Range  ores  (mentioned  above,  p.  456)  was  "ex- 
travagant" in  the  light  of  present  knowledge.     Mr.  Gay- 


33K.,  XII,  4819,  also  4829-30. 
™Ibid.,  p.  4833. 
35Ibid.,  pp.  4814-4818. 
™Ibid.,  Vol.  XIV,  p.  5381. 
"Ibid.,  Vol.  XI,  p.  4170. 
ssIbid.,  pp.  4171-3. 
39R,  IX,  3454-5,  3526,  3565. 
i0Ibid.,  pp.  3558-9. 
"Ibid.,  pp.  3459-60. 
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ley  also  corroborated42  the  experts  who  testified  that 
there  is  an  abundance  of  Lake  Superior  ore  still  available 
for  purchase  by  an  existing  competitor  of  the  Steel  Cor- 
poration, or  by  any  newly  established  company. 

William  H.  Dormer,  President  of  the  Cambria  Steel 
Company,  testified42"  that  his  Company  had  upwards  of 
fifty  years'  ore  in  reserve  in  the  Mesaba  and  Michigan 
ranges;  that  the  quantity  of  ore  in  the  Lake  Superior 
region  now  in  sight  has  been  very  largely  increased  over 
the  quantity  in  sight  in  1901,  in  spite  of  an  effort  that  is 
now  being  made  to  restrain  any  increase  in  development 
on  account  of  the  severe  taxation  that  is  being  levied  on 
these  ores.  He  also  testified  to  the  discovery  of  the  new 
Cuyuna  Kange  which  was  considerably  developed  while 
the  trial  of  this  case  was  proceeding. 

Frank  S.  Witherbee,  President  of  Witherbee,  Sher- 
man &  Company,  one  of  the  leading  iron  ore  merchants 
of  the  United  States,  and  an  expert  of  thirty-eight  years' 
experience,  testified43  that  in  his  close  acquaintance  with 
the  ore  business  he  had  seen  nothing  to  indicate  any 
monopolization  of  ores  by  the  Steel  Corporation,  and  that 
its  acquisitions  of  ore  had  not  kept  up  with  either  the 
development  of  new  ore  fields  or  the  development  of  the 
finishing  departments  of  its  business. 

Mr.  Witherbee  further  testified44  that  his  Company 
had  been  unable  to  sell  the  very  high  grade  concentrates 
which  it  produces  in  the  Adirondack  region,  and  that 
some  of  its  properties,  both  there  and  in  Cuba,  have 
been  lying  idle  for  want  of  customers  for  their  output, 
and  that  his  Company  is  now  engaged  in  building  blast 
furnaces  at  Perth  Amboy,  New  Jersey,  in  order  to  utilize 
this  surplus  of  ores. 

George  H.  Crosby,  an  explorer,  owner  and  operator  of 


**Ibid„  p.  3571. 
«°R.,  XXVIII,  12033. 
43E.,  XVIII,  7286-7. 
**E.,  XVIII,  7282-7285. 
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Lake  Superior  iron  mining  properties,  testified45  to  the 
discovery  in  1904  of  a  totally  new  range  near  Duluth, 
now  called  the  Cuyuna  Range,  which  has  been  developed 
into  one  of  the  great  iron  districts  of  the  region,  contain- 
ing at  his  estimates  435,000,000  to  440,000,000  tons  of 
presently  available  ore.46  Of  this  tremendous  deposit 
the  Steel  Corporation  owns  no  part.47  These  ores  began 
coming  into  commercial  use  about  the  time  this  action 
was  brought,  the  first  shipments  being  made  in  1911. 
The  Cuyuna  production  was  181,224  tons  in  1911,48 
369,739  tons  in  191248  and  743,648  tons  in  1913.49 

The  Government  offered  no  evidence  in  rebuttal  of  the 
testimony  of  these  witnesses. 

Estimates  of  Lake  Superior  Tonnages. 

Various  estimates  of  the  total  tonnages  of  the  dif- 
ferent ranges  in  the  Lake  Superior  district  and  of  the 
Steel  Corporation's  ore  reserves  therein  have  been  proved 
by  the  Government  and  by  the  defense.  Some  of  these 
are  the  estimates  of  individuals,  while  others  are  made 
by  the  Tax  Commissions  of  the  three  states  in  which  the 
ore  lies.  Generally  speaking,  the  value  of  these  estimates 
is  affected  by  several  factors,  which  should  be  borne  in 
mind  when  the  subject  is  under  consideration.  These 
are :  first,  the  date  when  the  estimate  was  made ;  second, 
the  extent  of  the  development  and  knowledge  of  the 
ore  bodies  at  that  time;  third,  the  minimum  iron  con- 
tent then  considered  permissible  in  a  "merchantable 
ore;"  fourth,  the  nature  of  the  deposit,  whether  flat  and 
easily  measurable,  as  in  the  Mesaba  range,  or  lying  in 
nearly  vertical  veins  whose  depth  is  unknown,  as  in 
the  other  ranges;  fifth,  the  limits  of  "probability"  as- 
sumed by  the  engineer  making  the  estimate  in  his  com- 


45R,  XVI,  6280. 

460ther  estimates  are  those  of  C.  D.  Tripp,  500,000.000  (E.,  XVI. 

6296)  and  Carl  Zappfe,  417,000,000  (R.,  XVI,  6308-9) 
4701cott,  R,  XVI,  6464. 
48Gov't  Ex.,  Vol.  XIII,  p.  2777. 
«Def't  Ex.,  Vol.  VIII,  p.  623. 
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putation  of  the  tonnage  of  ore  not  actually  in  sight.  It 
would  be  manifestly  unfair,  to  either  the  Government  or 
the  defense,  to  contrast  an  estimate  of  the  total  tonnage 
of  the  district  or  of  a  particular  range  with  an  estimate 
of  the  Steel  Corporation's  tonnage  therein,  if  one  es- 
timate were  to  include  only  the  tonnage  whose  existence 
had  been  actually  demonstrated  while  the  other  con- 
tained "probable  ore." 

The  following  are  summaries  of  the  estimates  offered 
by  the  Government: 

1.  By  James  Gayley,  to  the  directors  of  the  Carnegie 
Steel  Company,  Ltd.,  Jan.  2,  1900,1  showing  in  brief: 

Total  Old  Eange  Ore 152,050,000  tons 

Total  Mesaba  Ore 458,000,000      " 

Percentage    of    Oliver    Iron    Mining 

Company  in  Old  Range  Ore,  40% 

or 61,000,000      " 

Percentage    of    Oliver    Iron    Mining 

Company    in    Mesaba   Ore,    27% 

or    125,000,000      " 

Tonnage   of   Lake    Superior   Consoli- 
dated Iron  Mines  (practically  all 

Mesaba)  144,150,000      " 

Percentage  of  companies  subsequently 

acquired  by  Steel  Corporation  in 

Old  Range  Ore,  55%  or 83,350,000     " 

Percentage    of    such     companies    in 

Mesaba  Ore,  82%  or 377,000,000     " 

Mr.  Gay  ley  stated,  as  part  of  this  report,  that  the 
figures  given  represented  "maximum  quantities." 

2,  By  Nelson  P.  Hulst  and  Joseph  Sellwood,  ore 
experts,  in  a  telegram  to  James  Gayley,  February  28, 
1901,2  showing  tonnage  owned  by  Lake  Superior  Con- 
solidated Iron  Mines  to  be  79,500,000  tons. 


iGov.  Ex.,  Vol.  Ill,  pp.  1316-1319. 
2Gov.  Ex.,  Vol.  X,  p.  2411. 
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21/2.  By  the  Steel  Corporation's  mining  engineers  in 
April,  1909,  in  a  letter  to  the  Bureau  of  Corporations2" 
showing  tonnage  owned  by  the  Lake  Superior  Consoli- 
dated Iron  Mines,  as  of  April  1st,  1901,  to  be  487,208,034 
tons. 

3.  By  Mr.  Gayley  in  a  letter  to  C.  M.  Schwab,  Presi- 
dent, April  25,  1901,3  showing  in  brief  that  the  Steel 
Corporation  then  owned  492,000,000  tons  of  Mesaba  ore, 
119,000,000  tons  of  merchantable  Old  Range  ore,  and 
29,000,000  tons  of  low  grade  Old  Range  and  Wisconsin 
ore, — total  640,000,000  tons.  Mr.  Gayley  stated  as  part 
of  this  report  that  he  believed  that  "these  estimates  will 
eventually  prove  to  be  minimum."  No  estimate  is  made 
of  the  tonnage  of  other  owners. 

4.  By  Mr.  Gayley  to  the  Finance  Committee  of  the 
Steel  Corporation,  June  21,  19014: 

"We  now  have  about  70%  of  the  known  Old 
Range  ores." 

5.  A  summary  made  up  by  Government  counsel  from 
a  detailed  statement  of  the  ore  reserves  of  the  Steel  Cor- 
poration on  December  31,  1904,  furnished  by  it  to  the 
Bureau  of  Corporations  in  19075  showing  in  brief6 : 

Tonnage  of  Bessemer  Ore  179,547,523 

Tonnage  of  non-Bessemer  Ore 420,593,210 

Tonnage  of  low  grade  ore 93,343,104 

Total  tonnage  of  merchantable  ore 693,488,837 

"Ore  material,"  i.   e.,  iron  content  below 

49%    (value  doubtful) 79,383,736 

Total    772,867,573 


2aR,  VII,  2819. 

3Gov.  Ex.,  Vol.  IX,  p.  2408. 

4Gov.  Ex.,  Vol.  II,  p.  566. 

BThis  summary  is  printed  at  Gov.  Ex.,  Vol.  XI,  pp.  2556-2566. 

It  was  put  in  evidence  by  a  stipulation  printed  in  E.,  IX, 

3765. 

6The  classifications  in  this  summary  are  based  on  an  arbitrary 
set  of  standards  adopted  by  the  Minnesota  Tax  Commission 
in  1910,  vide  OigiiiE&CJ  Wy>WliErE§Oift®200 
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6.  An  estimate  of  the  tonnage  of  the  Steel  Corpora- 
tion and  approximate  estimate  of  the  tonnage  of  other 
owners  as  of  January  1,  1906,  prepared  by  some  person 
in  the  employ  of  the  Oliver  Iron  Mining  Company  and 
found  during  the  trial  of  this  case  in  the  files  of  the 
Steel  Corporation,7  which  shows,  in  brief,  the  following 
tonnages8 : 

Bessemer.      Non-Bessemer.        Total. 

U.  S.  Steel  Corp.  480,060,000  339,442,000      819,502,000 

Hill  Interests  and 
No.  Pac.  Ry...     73,000,000     58,000,000      131,000,000 

Other  steel  com- 
panies        66,200,000     53,700,000      119,900,000 

Merchant  ore  con- 
cerns         84,333,000  136,164,000      220,497,000 

703,593,000  587,306,000  1,290,899,000 

And  in  addition  these  estimates  show  the  following 
quantities  of  low  grade  silicious  ore,  some  or  all  of 
which  may  be  available  for  concentration : 

U.  S.  Steel  Corporation 64,814,500  tons 

Other  Steel  Companies 4,700,000     " 

Merchant  Ore  Concerns 19,787,000     " 

89,301,500  tons 

7.  An  estimate  of  the  ore  reserves  of  the  Steel  Cor- 
poration as  of  January  1,  1908  ( exclusive  of  "Hill  ores" ) , 
furnished  by  it  to  the  Bureau  of  Corporations9  showing 
in  brief:10 

Standard  Bessemer  (Lake  Su- 
perior)          442,107,512  tons 

Standard     Non-Bessemer      (Lake 

Superior)    423,466,640    " 

Total   865,573,152  tons 

7  Vide  stipulation  of  counsel,  R.,  IX,  3751. 
"Gov.  Ex.,  Vol.  X,  pp.  2412-16. 
9Vide  stipulation  of  counsel,  E.,  IX,  3683. 
"Gov.  Ex.,  Vol.  Qmit9P.d&FMcrosoft® 
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And  showing  also: 


"Silicious  washable"  ore 217,359,357  tons 

"Silicious  non-washable"  ore 71,681,706    " 

Baraboo  ores 28,200,000    " 

Total   317,241,063  tons 

8.  The  assessments  and  tonnage  estimates  of  the 
Minnesota  Tax  Commission11  made  on  September  9,  1907, 
showing  total  assessed  tonnage  on  Mesaba  and  Vermillion 
ranges  then  to  be  1,192,509,757.12  No  assessment  of 
Cuyuna  range.  Tonnage  assessed  against  Oliver  Iron 
Mining  Company  (including  "Hill  ores")  is  912,768,830. 12 

9.  The  assessments  and  tonnage  estimates  of  the 
Minnesota  Tax  Commission13  made  in  1909,  based  on 
revisions  made  by  the  Minnesota  School  of  Mines  in  the 
estimates  of  1908  showing  total  tonnage  of  the  Mesaba 
and  Vermillion  ranges  as  1,310,190,194.14  Also,  in  the 
same  exhibit,  the  estimates  for  the  year  1910  showing  the 
total  tonnage  on  the  Mesaba  and  Vermillion  ranges  as 
1,347,596,291.15  No  assessment  of  Cuyuna  Range,  and 
no  separation  of  Oliver  Iron  Mining  Company  tonnage. 

10.  The  assessments  and  tonnage  estimates  in  a  re- 
port by  the  engineer  of  the  Michigan  Tax  Commission16 
in  1911,  showing  estimated  tonnages  on  all  Michigan 


"Gov.  Ex.,  Vol.  Vin,  pp.  2144-2190. 

12Ilid.,  p.  2160.  This  same  exhibit  shows  a  revision  of  estimates 
made  in  1908;  the  revision  of  the  separate  figures  quoted 
above  is  not  given,  but  changes  in  the  totals  are  negligible. 

13Gov.  Ex.,  Vol.  VIII,  pp.  2191-2243. 

14Ihid.,  p.  2235. 

15IUd.,  p.  2239. 

"Gov't.  Ex.,  Vol.  X,  pp.  2419-2486. 


Digitized  by  Microsoft® 


469 


ranges  then  to  be  196,354,883."  It  is  also  estimated 
that,  including  the  "probable"  tonnage,  the  total  should 
be  about  360,000,000  tons.18 

11.  The  "ore  reserve  books"  of  the  Steel  Corporation 
for  the  years  1904,  1905,  1906,  1908  and  191019  showing 
the  following  tonnages  of  "developed"  and  "probable" 
Bessemer  and  Non-Bessemer  ore  owned  by  the  Steel  Cor- 
poration in  the  Lake  Superior  ranges : 

1904 708,099,422 

1905 811,090,948 

1906 827,772,997 

1908 1,236,969,816 

1910 1,314,342,104 

These  tonnage  estimates  of  1908  and  1910  include 
the  "Hill  ores,"  which  in  1908  were  estimated  as  167,- 
088,666  tons  "developed"  and  67,250,000  tons  "probable." 


17This  figure  is  the  sum  of  the  tonnages  shown  separately  for 
nine  different  districts  at  pp.  2478-2486.  From  that  part  of 
the  report  'which  is  printed  as  a  Government  Exhibit  it  is 
impossible  to  compute  the  tonnage  of  the  Steel  Corporation, 
or  its  percentage  to  the  total,  but  this  is  done  in  defendants' 
proofs,  infra,  pp.  473-4.  Defendants'  proofs  show  also  {infra, 
pp.  471-3)  the  tonnage  (169,581,102)  estimated  by  the  Tax 
Commission  after  revising  the  above  estimates  of  its 
engineer. 

lsIbid.,  2427. 

19E.,  IX,  3764.  The  ore  reserve  books  themselves  are  not  re- 
printed in  the  Record  in  this  case,  except  that  one  page  of 
the  ore  reserve  book  for  1908  is  reprinted  at  Gov't.  Ex.,  Vol. 
X,  p.  2417,  and  the  summaries  by  ranges  given  in  the  ore 
reserve  books  for  1906,  1908  and  1910  are  printed  in  Vol.  Ill 
of  "Special  Exhibits"  at  pp.  86,  90  and  96. 

It  was  testified  by  Mr.  Olcott  when  called  as  a  Government 
witness  (E.,  IX,  3744)  that  these  ore  reserve  books  do  not 
distinguish  between  merchantable  ore  and  non-merchantable 
ore.  The  figures  that  they  contain  are  therefore,  of  course, 
not  comparable  with  estimates  of  merchantable  ore  made  by 
the  Tax  Commissions  and  others. 

As  appears  by  Spec.  Ex.,  Vol.  Ill,  pp.  86-101,  these  ore 
reserve  books  contain  estimates  also  of  many  millions  of  tons 
of  "silicious"  ores  running  even  lower  than  38  per  cent.  iron. 
As  such  ores  are  not  now  commercially  useful,  and  as  no 
precise  estimates  of  the  tonnages  owned  by  other  persons 
are  to  be  had,  the  "silicious"  ores  have  been  omitted  from 
the  tonnages  given  in  the  text. 
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In  the  1910  reserve  book  these  "Hill  ores"  were  esti- 
mated as  258,688,790  tons  "developed"  and  17,100,000 
tons  "probable". 

The  ore  reserve  book  for  1905  is  the  only  one  of  the 
series  that  contains  any  estimate  of  ores  of  other  owners 
than  the  Steel  Corporation.  It  estimates  that  on  the 
Mesaba  Eange  the  Steel  Corporation  controls  731,366,292 
tons,  the  Great  Northern  Eailway  ("Hill  ores")  97,128,- 
169  tons,  the  Northern  Pacific  Eailway  35,072,483  tons, 
and  "Miscellaneous  Other  Properties"  282,764,630.  No 
estimate  is  made  of  the  holdings  of  Old  Eange  ore  by 
persons  other  than  the  Steel  Corporation. 

12.  Four  estimates  of  the  ores  contained  in  the  Great 
Northern  or  "Hill"  lands  are  proven  by  the  Government, 
viz. : 

(a)  A  letter20  dated  February  11,  1905,  from  Thomas 
F.  Cole,  President  of  the  Oliver  Iron  Mining  Company, 
to  James  Gayley,  giving  the  same  estimates  of  the  con- 
tents of  the  Great  Northern  and  Northern  Pacific  lands 
as  are  given  in  the  1905  ore  reserve  book,  supra.  He 
also  estimates  the  tonnage  already  leased  by  these  rail- 
way companies  to  other  operators  as  96,311,953  tons. 

(6)  A  letter21  dated  February  26,  1907,  from  Thomas 
F.  Cole  to  James  Gayley,  estimating  the  "Hill  ores"  at 
175,000,000  tons  "developed"  and  75,000,000  tons  "prob- 
able additional." 

(c)  A  letter22  dated  March  6,  1907,  from  James 
Gayley  to  W.  E.  Corey  estimating  the  "Hill  ores"  at  159,- 
131,000  tons  of  merchantable  developed  ore  (of  which 
about  30,000,000  is  Bessemer  ore)  and  17,000,000  tons  of 
low-grade  ore  of  48.5  per  cent,  iron  content,  also  about 
70,000,000  tons  of  "probable  additional"  ore. 


20Gov't  Ex.,  Vol.  IX,  p.  2317. 
"Gov't  Ex.,  Vol.  IX,  p.  2324. 
22Gov't  Ex.,  Vol.  IX,  p.  2325. 
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(d)  An  estimate23  dated  January  1,  1911,  made  in 
the  report  of  the  lessee  to  the  "Hill  trustees,"  that  the 
lands  contained  286,056,034  tons  of  "merchantable  and 
non-anerchantable"  ore  and  additional  dre  material 
capable  of  being  reduced  to  21,794,782  tons  of  concen- 
trates. 

The  following  are  summaries  of  the  estimates  proved 
by  the  defendants: 

1.  The  estimate  made  by  the  United  States  Geological 
Survey  in  its  Monograph  LII,  published  in  1911,24  that 
the  Lake  Superior  District  contains  67,640,000,000  tons 
of  iron  ore  of  35  per  cent,  iron  and  upwards. 

2.  An  epitome25  of  the  tonnages  of  merchantable  ore 
owned  by  the  Steel  Corporation  and  by  other  persons  on 
the  different  Lake  Superior  ranges  on  January  1,  1912, 
showing  the  tonnages  and  percentages  of  ownership  on 
each  range  to  be  as  follows: 


Steel  Corporation 

OtH BR  INTERESTS 

Grand  total 

Tonnage 

% 

Tonnage 

% 

Tonnage 

Mesaba 

860,312,061 

11,416,500 
625,000 
1,400,000 
17,803,266 
19,615,600 
11,420,158 

61.56 
62.61 
10.17 
3.32 
21.26 
42.26 
94.63 

537,130,745 

6,816,500 

5,522,000 

40,722,000 

65,931,010 

26,800,000 

648,236 

417,000,000 

38.44 
37.39 
89.83 
96.68 
78.74 
57.74 
5.37 
100.00 

1,397,442,806 

Menominee 

Crystal  Tails 

18,233,000 
6,147,000 
42,122,000 
83,734,276 
46,415,600 
12,068,394 
417,000,000 

Grand  total . . . 

922,592,585 

45.60 

1,100,570,491 

54.40 

2,023,163,076 

This  statement  is  based  on  the  estimates  and  assess- 
ments of  the  Minnesota  and  Wisconsin  Tax  Commissions 
of  1912  (mentioned  infra  as  Items  4,  5  and  6),  on  the 
engineer's  report  of  the  Michigan  Tax  Commission  in 
1911  (mentioned  as  Item  10,  p.  468,  supra,  proved  by 
the  Government),  and  on  the  Cuyuna  Eange  estimates 
mentioned  infra  as  Item  8.    If  the  revised  estimates  made 


"E.,  IX,  3684. 

2*Def't.  Ex.,  Vol.  V,  pp.  437-8. 

25Def t.  Ex.,  Vo\.Di®itiz&&®/  Microsoft® 
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in  1913  by  the  Michigan  Tax  Commission  {infra,,  Item 
7)  had  been  known  when  this  statement  was  compiled 
and  had  been  used  therein,  the  Steel  Corporation's  per- 
centage in  the  entire  Lake  Superior  District  would  have 
been  reduced  to  45.3  per  cent.26.  In  this  statement  the 
"Hill  ores"  are  charged  to  the  Steel  Corporation  only  to 
the  extent  of  the  minimum  (18,897,674  tons)  which  it 
was  required  to  mine  prior  to  January  1,  1915,  out  of  the 
retained  Hill  properties.27  The  balance  of  the  tonnage  in 
those  retained  properties  (18,977,777  tons)  and  the  ton- 
nage in  the  Hill  properties  that  already  have  been  sur- 
rendered by  the  Steel  Corporation  (216,438,979  tons)  are 
not  charged  to  the  Steel  Corporation. 

3.  A  statement28  showing  the  tonnages  of  ore  shipped 
in  the  years  1907  to  1911,  inclusive,  by  the  Steel  Cor- 
poration and  by  other  operators  from  the  Lake  Superior 
District,  and  showing  the  duration  of  the  reserves  in  each 
range  as  shown  in  Item  2,  supra,  if  shipments  continue  in 
the  future  at  the  same  rate.  In  brief,  this  statement 
shows  that  at  the  average  rate  of  shipments  in  1907- 
1911  the  Steel  Corporation's  present  ore  reserves  will  be 
exhausted  in  forty-six  and  one-half  years,  while  the  re- 
serves of  other  owners  will  be  exhausted  in  sixty-three 
years.29 


26914,791,074  tons  out  of  a  total  of  2,019,378,821. 

27Diehl,  E.,  XVII,  6963,  and  Sebenius,  R,  XVI,  6572.  These 
Hill  tonnages  are  proved  by  the  Minnesota  Tax  Commission 
records,  Deft  Ex.,  Vol.  V,  p.  420. 

28Def  t  Ex.,  Vol.  IV,  p.  409. 

29This  statement  of  course  takes  no  account  of  future  discoveries 
of  ore  bodies  and  extensions  of  now  known  deposits.  To 
what  extent  this  factor  of  further  discovery  enters  into  the 
situation  is  vividly  shown  by  the  history  of  the  Gogebic 
Range.  In  January,  1900  (when  the  range  had  had  over 
sixteen  years  of  exploration),  Mr.  James  Gayley  estimated 
that  the  total  Gogebic  tonnage  then  owned  by  others  than 
the  companies  afterward  bought  by  the  Steel  Corporation 
was  6,850,000  tons  (Gov.  Ex.,  Vol.  HI,  p.  1318).  Between 
1901  and  1912  the  Steel  Corporation  bought  4,033,934  tons 
on  this  range  (Deft  Ex.,  Vol.  IV,  p.  408),  which  would 
apparently  leave  only  2,816,066  tons  for  other  operators.  Yet 
the  shipments  from  the  Gogebic  Range  in  the  years  1901  to 
1911  by  mines  not  owned  by  the  Steel  Corporation  were 
20,183,832  tons,  while  there  remained  in  the  same  mines  on 
January  1,  1912,  developed  ore  aggregating  26,800,000  tons 
(Deft  Ex.,  ^jfaffihaHtftticrosoft® 
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4.  The  assessments  and  tonnage  estimates  of  the 
Minnesota  Tax  Commission30  for  the  year  1912,  showing 
assessed  tonnages  on  the  Mesaba  and  Vermillion  ranges 
then  to  be  1,401,340,743.31  No  assessment  of  Cuyuna 
Kange.  No  separation  of  Oliver  Iron  Mining  Company 
tonnage  in  report  as  published  and  offered  in  evidence. 

5.  A  statement32  showing  the  separate  tonnages  as 
assessed  by  the  Minnesota  Tax  Commission  in  1912 
against  the  Oliver  Iron  Mining  Company  and  other  own- 
ers on  the  Mesaba  and  Vermillion  ranges  prepared  by 
and  proved  by  the  testimony  of  the  Secretary  of  that 
Commission.33  Tonnages  correspond  with  Item  2, 
supra.  This  statement  shows  that  the  Steel  Corporation 
had  78.5  per  cent,  of  the  Mesaba  and  Vermillion  ores  be- 
fore surrendering  the  Hill  lease,  and  61.8  per  cent,  after 
the  surrender  of  that  lease. 

6.  The  tonnages  estimated  and  assessed  by  the  Wis- 
consin Tax  Commission  in  that  part  of  the  Gogebic 
Range  that  lies  in  Wisconsin.  Total  tonnage  3,400,000, 
no  part  of  which  is  owned  by  the  Steel  Corporation,34 
This  estimate  was  made  in  1912.35 

7.  The  tonnages  estimated  and  assessed  by  the  Mich- 
igan Tax  Commission  in  the  year  1911  and  the  year 
1913,36  showing  for  1911  a  total  of  169,581,102  tons,  of 
which  the  Steel  Corporation  owned  46,884,500  tons  or 

27.5  per  cent,  and  for  1913  a  total  of  189,467,621  tons,  of 
which  the  Steel  Corporation  owned  43,058,855  tons,  or 

22.6  per  cent.     These  figures  were  the  final  assessments 


s'Def't  Ex.,  Vol.  IV,  pp.  411-414. 

slIbid.,  p.  414. 

32Deft't.  Ex.,  Vol.  V,  p.  420. 

33R,  XVII,  6774. 

34R,  XVI,  6567. 

35R,  XVI,  6222. 

36R,  XVII,  6917-8. 
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made  by  the  Tax  Commission,  the  engineer's  report  of 
1911  (Gov't.  Item  10,  p.  468,  supra)  having  been  revised 
by  the  Commission  itself.37 

8.  Tonnage  estimates  of  the  Cuyuna  Eange  by  ex- 
perts and  mining  men  of  experience  in  Cuyuna  opera- 
tions. These  were  (a)  George  H.  Crosby,  the  leading 
owner  of  Cuyuna  ores,  a  mining  expert  of  twenty-five 
years'  experience,  familiar  with  all  mining  and  explora- 
tory work  throughout  that  range,  who  testified38  that  his 
estimate  of  the  total  of  presently  available  ore  in  the 
Cuyuna  Range  is  between  435,000,000  and  440,000,000 
tons;  (6)  CD.  Tripp,  President  of  the  Rogers,  Brown 
Ore  Company,  a  mining  engineer  by  profession,  who  had 
charge  of  the  development  of  the  first  and  largest  mines 
on  the  range,  and  who  testified39  that  he  estimated  at 
least  500,000,000  tons  of  presently  merchantable  ore  on 
the  entire  range,  of  which  over  100,000,000  is  developed 
and  known  to  be  available  to-day;  (e)  Carl  Zappfe, 
geologist  in  charge  of  Cuyuna  development  work  since 
1908  for  the  Northwestern  Improvement  Company,  con- 
tinuously familiar  with  operations  throughout  the  range 
since  the  beginning  of  operations  there  in  1905,  testified40 
that  he  estimates  the  total  tonnage  of  the  Cuyuna  Range 
at  417,000,000,  of  which  92,000,000  tons  are  in  operating 
mines,  305,000,000  tons  in  explored  but  as  yet  inactive 
properties,  and  20,000,000  of  manganiferous  ore  of  the 
quality  now  being  mined.  In  addition,  he  tells41  of 
large  quantities  of  manganiferous  ore  requiring  simple 
concentration,  which  is  not  included  in  the  foregoing  esti- 
mate. In  considering  the  reserves  of  this  Cuyuna  Range, 
in  Items  2  and  3,  supra,  we  have  in  each  case  taken  Mr. 
Zappfe's  estimate  of  417,000,000  tons— it  being  the  lowest 


37E.,  XVI,  6247-8. 
38E.,  XVI,  6284. 
39R,  XVI,  6296-6299. 
40E.,  XVI,  6304-6309. 
4lR,  XVI,  6309. 
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of  the  three  estimates  and.  therefore  the  least  favorable  to 
the  defendants.42 

9.  A  complete  statement  in  detail43  of  each  mine  ac- 
quired by  the  Steel  Corporation  in  the  Lake  Superior 
District  at  the  time  of  its  organization  in  1901,  as  well 
as  each  mine  subsequently  acquired,  showing  inter  alia 
the  tonnages  shipped  from  each  mine  between  the  organ- 
ization of  the  Steel  Corporation  and  January  1,  1912, 
and  the  tonnages  estimated  for  each  mine  by  the  Minne- 
sota and  Michigan  Tax  Commissions  as  of  the  latter 
date. 

10.  A  statement  in  detail44  of  various  mines  or  min- 
ing properties  offered  for  sale  or  lease  to  the  Steel  Cor- 
poration and  rejected  by  it  since  1901  (in  so  far  as  can 
be  compiled  from  records  now  available)  showing  names 
of  owners,  prices  or  royalties  asked,  tonnages,  iron  and 
phosphorus  analyses  and  other  details. 

2.  Adirondack  District. 

The  Government  offered  no  testimony  tending  to  show 
any  monopolization  or  attempted  monopolization  of  the 
ores  of  this  district  by  the  Steel  Corporation,  further 
than  the  showing1  that  it  owned  17,000  acres  of  possible 
ore  land  in  that  district,  valued  in  1908  at  $42,500. 
The  defendants  showed  that  the  whole  Adirondack  iron 


i2T$o  estimate  of  the  Cuyuna  tonnage  other  than  the  three 
estimates  above  given  has  been  introduced  in  evidence, 
except  that  Mr.  P.  H.  Nelson,  a  Government  witness,  at 
R.,  VIII,  3247,  stated  that  he  "estimated"  the  Cuyuna 
tonnage  at  150,000,000  to  200,000,000.  On  further  exam- 
ination, however  (pp.  3288-9),  he  admitted  that  he  was 
merely  repeating  "guesses"  that  he  had  heard  other  men 
make,  and  that  he  himself  had  made  no  computations  of 
the  tonnage. 

*sDef  t  Ex.,  Vol.  IV,  pp.  397-408. 

44D.  E.,  IV,  393-6.  In  this  connection  see  G.  E.,  II,  573, 
where  mention  is  made  of  the  complaints  of  the  Cor- 
poration's ore  experts  at  its  refusal  to  buy  desirable  prop- 
erties. 

iGov't.  Ex.,  Vol.  IX,  pp.  2357-8. 
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field  covers  8,000  square  miles,  or  over  five  million  acres,2 
and  that  the  four  principal  mining  districts  in  it  contain 
183,000  acres.3  Witherbee,  Sherman  &  Company  alone 
have  62,000  acres.4  The  tonnage  of  ore  in  reserve  in  the 
operating  districts  in  the  Adirondacks  has  been  men- 
tioned above  at  pages  428-9. 

3.  New  York — New  Jersey — Pennsylvania  District. 

As  the  Steel  Corporation  owns  no  ore  in  this  district, 
of  course  no  testimony  as  to  monopolization  or  attempted 
monopolization  was  offered. 

4.  Alabama  District. 

As  to  the  red  ores  of  Alabama,  several  conflicting  esti- 
mates of  the  proportion  controlled  by  the  Steel  Corpora- 
tion have  been  made,  and  conflicting  testimony  has  been 
given  as  to  the  practicability  of  acquiring  a  sufficient 
supply  of  ore  to  equip  any  possible  newly  organized  steel 
company. 

Thus  the  Government  has  proved : 

(a)  The  report  of  the  Appraisal  Committee  of  May, 
1904,5  showing  that  of  the  total  red  ore  owned  or  leased 
by  three  companies  (the  Tennessee,  Eepublic  and  Sloss 
companies)  the  Tennessee  Company  held  81.7  per  cent.; 
but  no  attention  was  paid  in  this  appraisal  to  the  ores 
of  other  steel  or  iron  companies,  mining  companies  or 
private  individuals,6  and  the  percentage  of  the  Tennessee 
Company  in  all  the  red  ore  of  the  district  is  not  esti- 
mated. 

( 6 )  The  testimony  of  J.  S.  Grasty  that  the  Tennessee 
Company  has  "about  70  per  cent,  of  the  outcrop  between 
Birmingham  and  Spark's  Gap;"7  that  it  has  "about  70 


2Eckel,  E.,  XVII,  6839-6840. 

HUd.,  p.  6840. 

4E.,  XVIII,  7274. 

'Gov't.  Ex.,  Vol.  I,  pp.  243-250. 

6Perin,  E.,  Ill,  986. 

7E,  VIII,  3146. 
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per  cent,  of  the  available  ore,"8  that  "if  we  took  the  align- 
ment of  the  lower  reaches  of  Shade's  Creek  in  a  general 
northwestward  direction  paralleling  Eed  Mountain,  the 
percentage  owned  by  the  Tennessee  Coal,  Iron  &  Rail- 
road Company  would  be  about  55  per  cent.;"9  that  "if 
we  included  the  ore  extending  to  the  foot  of  Shade's 
Mountain,  or  Shade's  Mountain  escarpment  and  continue 
that  southwestward,  and  bring  it  within  a  mile  of  the 
outcrop  of  Spark's  Gap,  the  comparison  there  would  be 
about  70  per  cent.,  between  66-2/3  and  70  per  cent,  of 
the  total;"10  that  in  1907,  extending  the  territory  under 
consideration  "to  the  alignment  of  Shade's  Mountain,  I 
would  say  that  the  Tennessee  Coal  &  Iron  Company  owns 
over  400,000,000  tons  of  ore  out  of  a  total  of  about 
600,000,000  tons  of  the  then  known  available  commercial 
ore  in  that  district;"11  that  of  the  now  commercially 
available  ores  "they  (the  Tennessee  Company)  own  52 
or  53  per  cent."13 

Mr.  Grasty  further  testified13  that  during  the  years 
1904  to  1907  it  was  impossible  to  acquire  ore  lands  in 
Shade's  Valley  in  large  quantity,  because  of  other  owner- 
ships intervening,  that  "it  would  have  been  quite  impos- 
sible to  have  gotten  over  500  acres  in  one  body,  if  that 
much,"  in  Shade's  Valley  or  even  in  the  Birmingham 
District.14 

The  defendants  proved : 

(a)  An  extensive  study  of  the  Birmingham  ores,15 
published  by  the  United  States  Geological  Survey  in 
1906,  defining  the  district  in  which  available  ore  occurs,16 


Hhid.,  p.  3146. 

»Ilid.,  pp.  3147-8. 

10Ibid.,  p.  3148. 

™IUd.,  p.  3153. 

™Ibid.,  p.  3160.  This  statement  was  made  in  another  proceed- 
ing, and  Mr.  Grasty  explains  the  contradiction  by  stating 
that  he  has  revised  his  figures  in  the  meanwhile. 

13Ilid.,  p.  3149. 

"I&wZ.,  p.  3150. 

"Offered  in  evidence  at  E.,  XVII,  6807-8. 

"Deft.  Ex.,  Vol.  V,  p.  423. 
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and  prescribing  a  method  of  computing  tonnages17  and 
estimating  the  tonnage  of  available  ore  in  that  dis- 
trict at  358,470,700  tons.18 

(6)  A  division  of  this  358,470,700  tons  between  the 
Tennessee  Company,  other  operating  furnace  companies, 
and  individuals  and  non-operating  companies;19  which 
shows  that,  calculating  the  tonnages  of  the  various  inter- 
ests exactly  in  the  method  prescribed  by  the  Geological 
Survey20  the  Tennessee  Company  has  36.8  per  cent,  of  the 
tonnage,  other  operating  furnace  companies  have  30.5  per 
cent,  and  various  individuals  and  non-operating  com- 
panies have  32.7  per  cent. 

(c)  The  extension  of  the  area  of  known  merchantable 
ore  by  exploratory  work  subsequent  to  the  publication 
of  the  Geological  Survey's  report  of  190621  and  the  exact 
present  percentages  of  the  Tennessee  Company  and  the 
same  groups  of  other  owners  in  this  enlarged  district;22 
showing  that  in  this  enlarged  district  the  Tennessee  Com- 
pany has  32.7  per  cent,  of  the  ore,23  other  operating  fur- 
nace companies  25.9  per  cent,  and  individuals  and  non- 
operating  companies  41.4  per  cent. 

(d)  The  ability  of  the  Tennessee  Company  in  1910 
and  1911  to  buy  58,500,000  tons  of  ore  from  various  land 
owners  for  |159,375.33,  or  less  than  3/10  of  one  cent  per 
ton. 


"Deft.  Ex.,  Vol.  VIII,  p.  621. 

18Deft.  Ex.,  Vol.  VIII,  p.  622. 

"Deft.  Ex.,  Vol.  IV,  p.  416. 

2°Ellis,  R,  XVII,  6699-6700;  Eckel,  R,  XVII,  6807-6811. 

"Perm,  R,  III,  989;  Ellis,  R,  XVII,  6697-6702;  Eckel,  R, 
XVII,  6810,  6813-14.  In  1906  it  was  supposed  that  the 
vein  decreased  in  thickness  as  it  extended  back  from  the 
outcrop  on  Eed  Mountain  (Perin,  E.,  Ill,  988-9),  and  as 
late  as  1908  it  was  supposed  that  this  thin  part  of  the  vein 
lay  about  eight  thousand  feet  below  the  surface  of  Shade's 
Valley  (Catlett,  R,  XVII,  7004),  but  explorations  made  in 
1913  proved  that  the  vein  is  thicker  here  than  at  the  out- 
crop and  that  its  depth  below  the  valley  is  only  1902  feet 
(Bowron,  R,  XXV,  10420-10421). 

22Deft.  Ex.,  Vol.  IV,  p.  416. 

23This  includes  all  recent  purchases.     Ellis,  R,  XVII,  6700. 

Digitized  by  Microsoft® 


479 


(e)  The  ability  of  the  Gulf  States  Steel  Company  in 
1913  to  acquire  1,604  acres  of  ore  land  in  one  block  in 
Shade's  Valley,24  containing  115,890,542  tons25  of  ore  of 
the  highest  quality  known  in  the  Birmingham  District,26 
or  from  450  to  500  years  supply  for  the  present  furnace 
capacity  of  that  Company.27 

(/)  The  tender  of  two  other  ore  properties,  one  of 
1,200  acres,  and  the  other  of  more  than  1,500  acres,  to  the 
Gulf  States  Steel  Company  in  1913.28 

(g)  A  map29  showing  the  areas  of  ore  land  that  have 
changed  ownership  in  the  Birmingham  District  since  the 
year  1907,  and  the  tracts  bought  by  the  Steel  Corporation 
through  its  subsidiary,  the  Seminole  Land  Company. 

(h)  The  annual  report  for  1907  of  the  Sloss-Sheffield 
Steel  and  Iron  Company,30  a  competitor  of  the  Tennessee 
Company,  claiming  for  the  Sloss-Sheffield  Company  a 
total  of  492,000,000  tons  of  red  ore. 

(i)  The  refusal  of  the  Steel  Corporation  to  act  on 
recommendations  of  its  experts  in  1908  to  acquire  com- 
petitive furnace  companies  whose  ores  were  extensive  and 
valuable.31 

As  to  any  monopolization,  or  attempted  monopoliza- 
tion of  the  brown  ores  of  the  Alabama-Tennessee  field,  we 
have  very  little  evidence,  presumably  because  at  the  very 
outset  of  the  Government's  case  it  appeared  by  the  Ten- 
nessee-Sloss-Republic  appraisal  report  of  1904,32  men- 
tioned above  at  page  476,  that  the  Sloss  Company  alone 
had  more  than  twice  as  much  of  that  ore  as  had  the 


"Bowron,  B.,  XXV,  10419-10422. 

25  Computed   according  to  the  formula  given  for  District   No. 

11   in  U.   S.   Geol.    Sur.   "Bulletin  400"    (Deft.   Ex.,   Vol. 

VIII,  pp.  621-2). 
28Bowron,  B.,  XXV,  10421-2. 
"Ibid.,  p.  10422. 
2SBowron,  E.,  XXV,  10423. 
29Def't.  Ex.,  Vol.  IV,  p.  417. 
soDef't.  Ex.,  Vol.  V,  p.  425-433. 
31Catlett,  E.,  XVII,  6978-9;  7005. 
32Gov't.  Ex.,  Vol.  I,  pp.  243-250. 
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Tennessee  Company,  while  the  Kepublic  Company  had 
practically  the  same  quantity  as  the  Tennessee  Company. 
But  it  appeared  also  that  in  1908,  when  the  Steel  Cor- 
poration experts  estimated  the  Tennessee  Company's 
brown  ores  at  3,150,000  tons33  the  Sloss  Company's 
officials  were  estimating  the  Sloss  Company's  brown  ores 
at  133,500,000  tons,34  or  fifty-two  times  as  much  as  the 
Tennessee  Company. 

5.  Texas  District. 

As  the  Steel  Corporation  owns  no  part  of  the  ores  of 
the  Texas  fields,  the  record  contains  no  evidence  of 
monopolization,  or  attempted  monopolization,  of  that 
district. 

6.  Other  Fields  in  the  United  States. 

As  the  Steel  Corporation  owns  no  part  of  the  ores 
in  the  other  fields  of  the  United  States,  except  a  rela- 
tively small  tonnage  in  the  Iron  Eidge  and  Baraboo  Dis- 
tricts of  Wisconsin,  the  record  contains  no  evidence  of 
monopolization,  or  attempted  monopolization,  of  the  ores 
of  those  districts. 

7.  Cuban  District. 

The  record  contains  but  one  detailed  estimate  of  the 
tonnage  of  the  ores  of  the  Steel  Corporation  in  Cuba  as 
contrasted  with  the  tonnage  of  the  ores  of  other  com- 
panies and  individuals,  that  being  the  estimate35  of 
Charles  F.  Band,  President  of  the  Spanish-American 
Iron  Company,  a  subsidiary  of  the  Pennsylvania  Steel 
Company.  Mr.  Band  there  estimates  the  total  Cuban 
reserves  at  3,221,000,000  tons,  of  which  the  Steel  Corpora- 
tion has  210,000,000  tons,  or  6%  per  cent.  His  own 
Company,  the  Pennsylvania  Steel  Company,  whose  steel 


33Def't.  Ex.,  Vol.  IV,  p.  392. 
3*Def't.  Ex.,  Vol.  V,  p.  433. 
35Def't.  Ex.,  Vol.  V,  p.  421. 
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ingot  production  is  a  million  tons  a  year38  against  nearly 
seventeen  million  tons  for  the  Steel  Corporation37  has 
1,400,000,000  tons  of  this  Cuban  ore,38  or  about  seven 
times  as  much  as  the  Steel  Corporation.39 

8.  Newfoundland  District. 

As  the  Steel  Corporation  owns  no  part  of  the  ores  in 
the  Newfoundland  District,  the  record  contains  no  evi- 
dence of  monopolization,  or  attempted  monopolization, 
of  those  ores. 

9.  North  Swedish  Fields. 

As  the  Steel  Corporation  owns  no  part  of  the  ores  of 
the  Swedish  fields,  the  record  contains  no  evidence  of 
monopolization,  or  attempted  monopolization,  of  those 
ores. 

10.  Brazilian  District. 

As  the  Steel  Corporation  owns  no  part  of  the  ores  of 
Brazil,  the  record  contains  no  evidence  as  to  monopoliza- 
tion, or  attempted  monopolization,  of  those  ores,  except 
the  evidence  that  the  ore  expert  of  the  Corporation 
earnestly  recommended  the  acquisition  of  Brazilian  ore 
and  went  so  far  as  to  take  options  on  certain  properties, 
but  his  recommendations  were  not  followed  by  the  Steel 
Corporation,  and  the  options  were  allowed  to  lapse.40 

11.  Chilean  Field. 

As  the  Steel  Corporation  owns  no  part  of  the  Chilean 
ores,  the  record  contains  no  evidence  as  to  monopoliza- 
tion, or  attempted  monopolization,  of  these  ores. 


36Gov't.  Ex.,  15a,  Special  Ex.,  Vol.  in,  p.  107. 

"Gov't.  Ex.,  Vol.  XIV,  p.  2816. 

38Def't.  Ex.,  Vol.  V,  p.  421. 

S9In  E.,  Ill,  999-1001;  1003-1004,  Mr.  O.  P.  Perm  estimated 
the  total  Cuban  tonnage  at  "a  billion  to  a  billion  and  a 
half"  and  the  Steel  Corporation's  Cuban  ores  at  fifty 
millions,  or  3i  to  5  per  cent,  of  the  total,  but  he  frankly  states 
(p.  1000)  that  his  estimate  is  hearsay. 

40Merriam,  E.,  XVI,  6361-2. 
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Coal  and  Coke. 

The  Petition  alleged1  that  at  its  organization  the 
Steel  Corporation  "acquired  50,000  acres  of  coking  coal 
lands,  with  a  great  acreage  of  other  grades  of  coal."  It 
also  alleges2  the  acquisition  in  1901  of  50,000  acres  of 
the  best  Pocahontas  coking  and  fuel  coal.  In  referring 
to  the  purchase  of  the  Clairton  Steel  Company  in  1904, 
the  Petition  states3  that  the  Steel  Corporation's  "monop- 
olistic control"  of  coking  coal  "was  thus  increased."  In 
referring  to  the  acquisition  of  the  Tennessee  Coal,  Iron  & 
Eailroad  Company,  the  Petition  states4  that  the  Steel 
Corporation  thus  acquired  approximately  1,200,000,000 
tons  of  coal,  of  which  over  one-third  is  coking  coal.  And 
in  referring  to  the  position  achieved  by  ownership  of 
natural  resources,  the  Petition  states5  that  the  Corpor- 
ation "controlled  the  bulk  of  the  best  coking  coal  lands 
in  the  Connellsville  region,  and  so  acquired  a  great  ad- 
vantage over  its  competitors.  In  1911,  it  made  an  im- 
portant acquisition  of  coking  coal  properties  from  the 
Pittsburgh  Coal  Company.  The  control  acquired  of 
coking  and  other  coal  through  the  Tennessee  Company 
has  added  vastly  to  the  strength  of  its  position  through 
absorption  of  raw  material  thus  locking  it  up  and  with- 
drawing it  from  the  market  and  acquirement  by  its  pos- 
sible competitors." 

The  Answer  of  the  Steel  Corporation  admits6  the 
acquisition  at  the  time  of  organization  of  the  acreage 
of  coal  lands  specified  in  the  Petition;  admits7  the  ac- 
quisition of  approximately  50,000  acres  of  Pocahontas 
coal  later  in  1901;  admits8  the  acquisition  through  the 


1Petition,  page.  23. 
2Petition,  page  27. 
3Petition,  page  29. 
4Petition,  page  35. 
5Petition,  page  37. 
6Answer,  page  20. 
7Answer,  page  23. 
8Answer,  page  26. 
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Olairton  Steel  Company  of  an  equity  worth  about  $200,000 
in  certain  coal  lands;  denies  that  any  monopolistic  con- 
trol of  coal  lands  existed  or  was  created  or  strengthened 
by  the  purchase  of  the  Clairton  properties ;  denies9  that 
at  or  since  its  organization  the  Steel  Corporation  con- 
trolled the  bulk  of  the  best  Connellsville  coking  coal, 
or  that  it  has  thereby  acquired  any  advantage  over  its 
competitors.  Admitting  the  ownership  of  a  reasonable 
acreage  of  Connellsville  coal  and  the  purchase  of  an  addi- 
tional acreage  in  1911  from  the  Pittsburgh  Coal  Com- 
pany, the  Answer  avers10  that  after  that  purchase  the 
Steel  Corporation  controlled  less  than  15  per  cent,  of  the 
Connellsville  coking  coal  of  Westmoreland,  Fayette, 
Washington  and  Greene  counties,  Pennsylvania,  and 
denies  that  by  the  purchase  of  the  Tennessee  Company, 
or  otherwise,  the  Steel  Corporation  has  excluded  any 
of  its  competitors  from  ample  supplies  of  raw  material. 

Probably  the  most  concise  and  convenient  way  to 
outline  the  contentions  and  proofs  of  the  parties  in  re- 
gard to  coal  and  coke  will  be  to  describe  very  briefly 
the  country's  supply  of  bituminous  coal  and  the  extent 
to  which  it  was  being  used  for  coke  making  in  1901  and 
in  1912,  and  then  to  describe,  with  the  same  brevity, 
the  positions  taken  by  the  Government  and  by  the  de- 
fendants and  the  proofs  offered  to  support  those  posi- 
tions. 

The  Coal  Supply  and  the  Coke  Industry  in  1901  and  1912. 

Coke,  which  is  the  coherent  residue  of  bituminous 
coal  from  which  the  volatile  matter  has  been  expelled 
by  heat,11  is  made  from  the  coals  of  all  of  the  large  bi- 
tuminous fields,12  which  are : 

(a)  The  Appalachian,  i.  e.,  the  fields  of  Pennsylvania, 
Virginia,  West  Virginia,  Ohio,  Eastern  Kentucky,  Ten- 
nessee, Alabama  and  Georgia. 


"Answer,  page  33. 

1()Answer,  page  33. 

"Lynch,  R,  XV,  5781. 

"Deft.  Ex.,  Vol.  IX,  p.  706;  Lynch,  E.,  XV,  5805. 
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(6)   The  eastern  interior  region,  i.  e.,  Illinois,  Indiana 
and  Western  Kentucky. 

(c)  The  western  interior  region,  i.  e.,  Iowa,  Kansas, 
Missouri,  Nebraska,  Oklahoma  and  Arkansas. 

(d)  The  Rocky  Mountain  region,  i.  e.,  Colorado,  New 
Mexico,  Utah,  Montana  and  Wyoming. 

(e)  The  Pacific  Coast  region,  in  which  the  only  cok- 
ing coals  are  found  in  the  State  of  Washington. 

A  better  idea  of  the  distribution  of  this  coal  can  be 
had  by  examination  of  the  United  States  Geological  Sur- 
vey map  printed  in  Defendants'  Exhibits,  Vol.  IX,  p.  710. 

The  quantity  of  coal  in  these  districts  baffles  com- 
prehension. To  quote  from  the  United  States  Geological 
Survey  :13 

"According  to  the  revised  estimates,  the  supply 
of  coal  in  the  ground  when  mining  began  was 
3,076,204,000,000  short  tons,  of  which  1,922,979,- 
000,000  are  considered  to  be  easily  accessible,  and 
1,153,225,000,000  short  tons  to  be  either  so  deep 
or  the  beds  so  thin  that  they  are  accessible  only 
with  difficulty.     Classified  according  to  the  char- 
acter of  the  coal,  the  original  supply  consisted  of 
21,000,000,000  short  tons  of  anthracite,  1,661,457,- 
000,000  tons  of  bituminous  coal,  650,157,000,000 
tons  of  sub-bituminous  coal,  and  743,590,000,000 
tons  of  lignite.    The  total  production  at  the  close 
of  1910  was  8,243,351,259  short  tons,  which,  in- 
cluding the  loss  involved  in  the  mining  and  prep- 
aration of  the  coal,  represents  an  exhaustion  of 
13,395,000,000  tons.    The  original  supply  less  the 
exhaustion  at  the  close  of  1910,  leaves  as  the  ap- 
parent supply  still  available  3,062,808,972,000  tons, 
or  99.6  per  cent,   of  the  original  supplv,  or  in 
other  words,  in  all  the  time  since  coal  mining  be- 
gan in  the  United  States,  the  draft  upon  the  origi- 
nal supply  including  loss  in  mining,  has  amounted 
to  less  than  one-half  of  1  per  cent.     The  annual 
rate  of  exhaustion  at  the  present  time  as  repre- 
sented by  the  production  of  1910  is  0.025  of  1 
per  cent,  of  the  supply.    The  quantitv  of  coal  still 
in  the  ground  at  the  close  of  1910  was  6,000  times 
the  production  of  that  year." 


13Def't.  Ex.,  Vol.  IX  p.  7,0 
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These  vast  quantities  of  bituminous  coal  have  been 
very  generally  applied  to  coke  making.  In  the  year 
1897  coke  was  being  made  in  47,668  ovens  located  in 
twenty- two  states  of  the  Union.14  In  1901  coke  was  be- 
ing made  in  64,001  ovens  located  in  twenty-three 
states.14  In  1912  there  were  102,230  ovens  located  in 
twenty-four  states.15  The  total  coke  production  in  the 
country  in  1901  was  21,795,883  tons,  while  in  1912  it 
was  44,547,301  tons.16 

The  Proofs  of  the  Government. 

The  Government  has  limited  its  proofs  altogether  to 
the  "Connellsville  District"  of  Pennsylvania  and  has  dis- 
regarded the  other  coking  coals  of  southwestern  Penn- 
sylvania, as  well  as  those  of  the  two  districts  in  West 
Virginia  and  those  of  the  other  twenty-two  coke  produc- 
ing states.  And  it  has  confined  its  proofs  to  the  years 
preceding  the  organization  of  the  Steel  Corporation,  dis- 
regarding all  developments  of  later  date  except  in  a 
single  instance.    Thus  it  has  proved : 

(a)  The  H.  C.  Frick  Coke  Company,  a  subsidiary  of 
the  Carnegie  Steel  Company,  prior  to  1896  acquired  the 
McClure  Coke  Company,  a  competitor  in  interstate  busi- 
ness, thereby  securing  "probably  70  or  75  per  cent,  or 
something  like  that"  of  the  coking  coal  of  the  "old"  Con- 
nellsville District,17  which  at  that  time  was  supposed  to 
contain  the  only  good  coking  coal.18 

(ft)  In  the  lower  Connellsville  or  "Klondike"  Dis- 
trict, which  was  being  developed  during  1900  and  1901, 
the  Federal  Steel  Company  owned  "something  like  five 
thousand  acres"  of  coking  coal,  and  the  American  Steel 
&  Wire  Company  also  owned  a  tract.19 


"Deft.  Ex.,  Vol.  IX,  p.  699. 
15Deft.  Ex.,  Vol.  IX,  p.  707. 
"Deft.  Ex.,  Vol.  IX,  p.  740. 
"Brennen,  R,  V,  1958,  1966. 
18Ibid.,  p.  1968. 
laIbid.,  p.  1959-60. 
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(c)  In  1900  there  were  "about  20,000"  coke  ovens 
in  the  Connellsville  District,  and  at  its  organization  the 
Steel  Corporation  secured  a  large  proportion  of  them. 
Asked  what  proportion,  Mr.  Brennen,  the  Government's 
only  witness  on  this  subject,  said,20  "That  would  be  a 
guess  of  mine.  I  would  say  probably  70  or  75  per  cent, 
of  the  old ;  75  per  cent.,  say,  of  the  old  region." 

(d)  Prior  to  1904,  the  Sharon  Steel  Company  de- 
veloped a  coking  coal  property  in  the  Klondike  region, 
containing  about  1,600  acres.21 

(e)  The  number  of  ovens  and  the  price  per  ton  of  coke, 
in  the  Connellsville  and  lower  Connellsville  region,  for 
each  year  from  1880  to  1911.  (G.  E.  I.,  289-290). 

The  Defendants'  Proofs. 

The  defendants  attempted  to  show  the  situation,  both 
as  to  coking  coal  lands  and  as  to  coke  ovens,  more  in 
exact  detail,  for  the  year  1901  and  at  the  present  time. 
And  in  addition  to  the  conditions  in  the  comparatively 
small  Connellsville  District,  they  attempted  to  show  the 
extent  of  the  coking  coals  of  other  districts  whose  coke 
competes  with  Connellsville  coke.    Thus  they  proved : 

(a)  Long  before  the  organization  of  the  Steel  Cor- 
poration in  1901,  it  was  well  known  that  the  high  grade 
coking  coal  of  southwestern  Pennsylvania  and  north- 
ern West  Virginia  was  not  confined  to  the  "old"  Con- 
nellsville district  or  to  that  and  the  "Klondike"  District, 
but  was  known  to  extend  into  Greene  and  Washington 
counties,  Pennsylvania,  and  into  West  Virginia.22  The 
field  in  Pennsylvania  in  which  the  existence  of  coking  coal 
of  Connellsville  quality  has  been  demonstrated  is  indi- 
cated upon  the  map  appearing  at  Defendants'  Exhibits, 
Vol.  IV,  page  418.23     In  this  field  and  in  the  adjacent 

*°Ibid.,  p.  1961. 

21Ibid.,  pp.  1961-2. 

^Lynch,  E.,  XV,  5787;  Boileau,  XV,  5862-3,  5870-2. 

23Lynch,  E.,  XV,  5787-8. 
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West  Virginia  counties  the  acreage  of  coking  coal  re- 
maining unmined  and  the  acreage  of  the  Steel  Corpora- 
tion are  now  as  follows24 : 

Total.  TJ.  S.  Steel  Corp. 

Westmoreland  County 60,000  12,600 

Fayette  County 90,000  49,000 

Washington  County 175,000  5,900 

Greene  County 275,000  5,100 

The    northern    counties    of 

West  Virginia 200,000  none 


800,00025  72,600 

(&)  In  this  same  district,  in  which  the  Steel  Corpo- 
ration thus  owns  about  9  per  cent,  of  the  high  grade 
coking  coal,  other  owners  have  even  larger  interests. 
Thus  J.  V.  Thompson,  of  Uniontown,  Pennsylvania,  and 
his  associates,  own  175,000  acres  in  Greene  and  Wash- 
ington counties,  and  60,000  acres  in  northern  West  Vir- 
ginia26 or  over  29  per  cent,  of  the  high  grade  coking  coal 
of  the  district,  all  of  which  is  for  sale  to  any  desiring 
purchaser.27  Other  large  tracts  are  being  held  by  farm- 
ers and  others,  for  sale  to  any  one  requiring  such  coal.28 
And  the  Consolidation  Coal  Company  alone  owns  105,- 
000  acres  of  coking  coal  in  West  Virginia  immediately 
south  of  the  Klondyke  district.29  Mr.  J.  P.  Brennen,  the 
Government's  only  witness  on  this  subject,  stated30  that 
even  by  a  combination  of  all  the  existing  coke  companies 


24Lynch,  E.,  XV,  5789,  5797-8;  Boileau,  E.,  XV,  5861-9.  Wherever 
maximum  and  minimum  figures  are  given  by  the  witness 
in  this  connection,  those  figures  which  are  least  favorable 
to  the  defendants'  contention  are  used  in  the  text. 

25Lynch,  E.,  XV,  5805-6.  These  figures  do  not  by  any  means 
include  all  of  the  coal  of  these  districts,  but,  as  stated 
above,  only  that  which  has  been  demonstrated  to  be  of  good 
coking  quality.  In  Washington  and  Greene  counties  alone 
about  790,000  acres  of  all  kinds  of  coal  are  assessed. 

MBoileau,  E.,  XV,  5868-9. 

27Boileau,  E.,  XV,  5868.    Brennen,  E.,  V,  1963. 

28Lynch,  E.,  XV,  5806. 

29Landstreet,  E.,  XXIV,  10083. 

3°E.,  V,  1966-7. 
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it  would  be  hardly  possible  to  secure  a  monopoly  of  the 
coking  coal. 

(c)  Based  upon  the  average,  output  of  the  last  ten 
or  twelve  years,  the  Steel  Corporation's  reserve  of  coking 
coal  in  this  same  district  will  suffice  for  approximately 
fifty  years'  supply,  while  at  the  rate  of  shipments  in 
1906  (the  year  of  largest  production),  its  supply  will 
be  exhausted  in  approximately  forty  years.31  The  Jones 
&  Laughlin  Steel  Company,  which  for  many  years  has 
obtained  its  coking  coal  from  the  Washington  County 
fields,  has  a  sixty  years'  supply.32  The  Lackawanna 
Steel  Company  has  a  sixty  years'  supply  in  this  district 
alone,  with  large  tracts  of  additional  coking  coal  in  In- 
diana County,  Pennsylvania.33 

(d)  In  1901,  there  were  twenty-seven  concerns  man- 
ufacturing coke  in  the  Connellsville  District,  outside  of 
the  subsidiary  companies  of  the  Steel  Corporation;34 
while  in  1911  there  were  eighty-four  and  in  1913  eighty- 
six.36 

(e)  In  addition  to  the  coking  coal  of  southwestern 
Pennsylvania,  all  of  which  is  contained  in  the  Pittsburgh 
seam,36  there  is  a  vast  quantity  of  coking  coal  in  central 
and  western  Pennsylvania  and  in  West  Virginia  in  the 
Kitanning  and  Freeport  seams.  The  coal  of  these  meas- 
ures is  now  being  used  for  coke  making  in  ten  or  twelve 
counties  in  Pennsylvania,37  and  furnishes  the  coke  for 
the  Pennsylvania,  Cambria  and  Bethlehem  Steel  com- 
panies.37 The  Pennsylvania  State  geologists  estimate 
the  supply  of  unmined  coking  coal  in  the  Kitanning  and 
Freeport  veins  in  Pennsylvania  at  six  million  acres.38 
No  part  of  this  is  owned  by  the  Steel  Corporation.38 


"Lynch,  E.,  XV,  5795. 
32ttid.,  pp.  5807-9. 
**Ibid.,  p.  5809. 
SiIbid„  p.  5792. 
3iIbid.,  p.  5793. 
36Lynch,  R,  XV,  5801. 
zlIbid.,  pp.  5801-2. 
3*Ibid,  p.  5802. 
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(/)  In  the  southwestern  part  of  West  Virginia  and 
the  western  part  of  Virginia  is  the  Pocahontas  district, 
in  which  there  are  three  large  veins  of  coking  coal  of 
the  highest  quality  ( chemically  superior  to  the  Connells- 
ville  coking  coal)39  which  have  been  used  for  coke 
making  since  1886.40  In  this  district  the  Steel  Corpo- 
ration has  50,000  acres  of  coal-bearing  land,  out  of  ap- 
proximately 400,000  acres  in  the  same  part  of  the  dis- 
trict.41 No  estimate  of  the  quantity  of  coal  in  the  en- 
tire Pocahontas  district  has  been  proven,  except  Mr. 
Lynch's  rather  vague  statement,  "It  may  run  to  a  million 
acres."42 

(g)  The  New  Eiver  field,  which  lies  near  the  Poca- 
hontas district,  contains  between  350,000  and  400,000 
acres  of  coking  coal  of  good  quality.43  Its  coke  is  highly 
prized  as  a  blast  furnace  fuel.44  This  district  has  been 
used  to  supply  coal  for  coke  making  since  1880.45  The 
Steel  Corporation  owns  no  part  of  the  coal  of  this  dis- 
trict.46 

(h)  The  location  of  the  Alabama  coal  fields  is  shown 
by  the  map  at  Defendants'  Exhibits,  Vol.  IX,  p.  710. 
No  estimate  of  the  total  quantity  of  steam  coal  or  coking 
coal  in  this  area,  or  of  the  Steel  Corporation's  percentage 
of  either  has  been  proven,  although  the  "three  com- 
pany appraisal"  report  of  1904  credits  the  Tennessee 
Coal,  Iron  &  Eailroad  Company  with  1,621,639,500  tons, 
or  68.22  per  cent,  of  all  grades  of  coal  owned  by  the 
three  companies,  and  992,912,000  tons,  or  64.8  per  cent, 
of  the  coking  coal  of  the  three.47  The  1907  report  of 
the  Sloss  Company,  however,  claims  1,435,090,348  tons 


39U.  S.  Geol.  Sur.  Keports;  Deft.  Ex.,  Vol.  IX,  pp.  697  and  705. 

""Deft.  Ex,  Vol.  IX,  p.  697. 

"Lynch,  R.,  XV,  5803-4. 

"Ibid.,  p.  5803. 

43Landstreet,  E.,  XXIV,  10090. 

**U.  S.  Geol.  Sur.  Rep.;  Deft.  Ex,  Vol.  IX,  p.  705. 

46U.  S.  Geol.   Sur.  Rep.;  Deft.  Ex,  Vol.  IX,  p.  698. 

*6Landstreet,  R,  XXIV,  10091. 

"Gov't.  Ex,  Vol.  I,  pp.  246-7. 
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of  coal  for  that  company  alone.48  No  estimate  of  the 
quantity  of  either  steam  coal  or  coking  coal  held  by 
other  furnace  companies,  by  coal  mining  companies,  or 
by  investors,  has  been  proven.  In  1908  the  Steel  Corpo- 
ration owned  2,904  coke  ovens49  out  of  a  total  of  10,103 
ovens  in  the  district.50 

(i)  In  eastern  Kentucky  there  is  a  large  field  of  coal 
suitable  for  coking  in  either  bee-hive  or  by-product  ovens,51 
no  part  of  which  is  owned  by  the  Steel  Corporation.52 
No  estimate  of  the  total  quantity  has  been  proven,  but 
it  has  been  shown  that  the  Consolidation  Coal  Company 
alone  owns  120,000  acres  in  this  district.53  And  in  Ten- 
nessee there  are  about  two  million  acres  of  coking  coal, 
no  part  of  which  is  owned  by  the  Steel  Corporation.54 

(j)  In  southern  Colorado,  the  Colorado  Fuel  &  Iron 
Company  alone  has  approximately  300,000  acres,  most 
of  which  is  coal  suitable  for  coking.55  The  Steel  Corpora- 
tion owns  no  coal  in  this  district.56 

(k)  In  the  year  1901  there  were  in  the  United  States 
64,001  coke  ovens,57  of  which  34,906  were  in  Pennsyl- 
vania,57 24,000  of  which  were  in  the  Connellsville  and 
Klondyke  districts.58  Of  these  the  Steel  Corporation 
acquired  about  16,000,59  or  approximately  66-2/3  per  cent, 
of  the  ovens  in  the  Connellsville  district,  less  than  50 
per  cent,  of  the  ovens  in  Pennsylvania,  and  about  25  per 
cent,  of  the  ovens  in  the  United  States.  In  1901  the  Steel 
Corporation  produced  8,967,969   tons  of  coke,   or  41.1 


*8Def't.  Ex.,  Vol.  V,  p.  431. 

"Annual  Report  for  1908,  IT.  S.  S.  Corp.,  page  51. 

5°Def't.  Ex.,  Vol.  IX,  p.  707. 

61Landstreet,  E.,  XXIV,  10082. 

62Lynch,  E.,  XV,  5805. 

53Landstreet,  E.,  XXIV,  10083. 

64Lynch,  E.,  XV,  5805. 

55Welborn,  E.,  XXVI,  10935. 

6«Lynch,  E.,  XV,  5805. 

"Deft.  Ex.,  Vol.  IX,  699. 

58Lynch,  E.,  XV,  5789-90. 

"Ibid.,  p.  5793. 
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per  cent,  of  the  coke  production  of  the  United  States, 
while  other  producers  made  12,120,212  tons,  or  58.9  per 
cent.60 

In  the  year  1912,  there  were  in  the  United  States 
102,230  ovens,61  of  which  53,756  were  in  Pennsylvania,61 
38,700  of  which  are  in  the  Oonnellsville  district  and  in 
the  adjacent  Washington  and  Greene  counties.62  Of 
these  the  Steel  Corporation  owns  20,458  ovens,63  or  ap- 
proximately 53  per  cent,  of  the  ovens  in  this  district,  38 
per  cent,  of  the  ovens  in  Pennsylvania  and  20  per  cent, 
of  the  ovens  in  the  United  States.  Adding  2,151  bee- 
hive ovens63  built  in  the  Pocahontas  district  since 
1901,64  2,974  bee-hive  ovens  in  the  Alabama  district,63  and 
1,452  by-product  ovens  at  various  northern  and  southern 
plants,63  we  have  a  total  of  27,035  ovens  owned  by  the 
Steel  Corporation  in  all  districts  in  1912,  or  26.4  per 
cent,  of  the  coke  ovens  of  the  United  States.  In  the  year 
1912,  the  Corporation  produced  16,719,387  tons,  or  38 
per  cent,  of  the  coke  production  of  the  United  States, 
while  other  producers  made  27,264,212  tons,  or  62  per 
cent.65  Between  1901  and  1912  the  growth  of  the  Cor- 
poration in  coke  production  was  86.4  per  cent.,  while 
that  of  other  producers  was  112.5  per  cent.65 

(I)  In  every  year  from  1901  down  to  1913,  the  Steel 
Corporation's  coke  production  has  been  insufficient  for 
its  own  needs,  and  each  year  it  has  been  required  to  buy 
coke  from  other  producers  to  supply  its  furnaces.66 

(m)  The  Steel  Corporation  has  been  especially  active 
in  the  development  of  the  by-product  coke  oven,  which 
permits  the  use  for  coke  making  of  a  very  considerable 
quantity  of  coal  not  otherwise  available  for  that  purpose, 


60Def't.  Ex.,  Vol.  Ill,  p.  317. 

61Def't.  Ex.,  Vol.  IX,  p.  707. 

82Lynch,  E,  XV,  5790. 

63Annual  Eeport  U.  S.  S.  Corp.  1912,  page  49. 

6*Lynch,  E.,  XV,  5830. 

66Def't.  Ex.,  Vol.  IX,  p.  740. 

66Lynch,  E.,  XV,  5833. 
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and  which  materially  reduces  the  cost  of  coke  and  the 
waste  of  its  by-products.67 

As    to  the    Power    of    the    Steel    Corporation    to 
Monopolize  Trade. 

The  Government's  Petition  contains  frequent  allusions 
to  "power  over  trade  and  commerce,"  "restraint  of  trade," 
"power  in  the  business  achieved  by  combination,"  "po- 
tency of  this  vast  aggregation  of  capital,"  "dominating 
position,"  "commanding  position  over  competitors,"  etc., 
each  of  which  allusions  is  responsively  denied  by  the 
Answer. 

Inasmuch  as  the  entire  record  in  this  case  contains 
no  evidence  of  any  attempt  whatever  by  the  Steel  Cor- 
poration to  put  any  one  or  more  of  its  competitors  out 
of  business,  this  important  question  is  necessarily  still 
a  matter  of  opinion;  and  it  is  a  matter  upon  which  no 
more  than  opinion  evidence  is  available,  except  in  so  far 
as  conclusions  can  be  drawn  from  the  equipment  and 
resources  of  the  various  companies  and  from  the  test 
of  strength  that  occurred  during  the  severe  competition 
that  followed  the  cessation  in  1909  of  the  "Gary  dinner 
movement." 

Here  again  it  is  of  the  highest  importance  that  the 
changing  conditions  since  1901  be  quite  clearly  kept  in 
mind,  since  the  Government  contends  that  the  acquisi- 
tion of  the  Union,  the  Tennessee  and  other  companies 
has  strengthened  the  Steel  Corporation's  "dominating 
position,"  while  the  Defendants  contend  that  the  in- 
crease in  the  strength  of  the  competitors  of  the  Steel  Cor- 
poration during  the  past  decade  has  wholly  effaced  any 
power  for  control  which  the  Corporation  may  be  thought 
to  have  had  at  the  time  of  its  organization. 

The  evidence  that  has  been  taken  upon  this  subject 
is  as  follows: 

1.  As  showing  the  extent  of  the  advantages  possessed 
by  the  Steel  Corporation. 


«Teri^  EHI  1006-7;  Brennen,  R,  V,  1966-7;  Crawford  R, 
XV  6133,  6147-9;  Farrell,  R,  X,  4064;  L^neh,  R,  XV, 
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2.  As  showing  the  strength  of  its  competitors,  and 

the  increase  therein  since  1901. 

3.  Opinions  of  experts  on  the  alleged  power  of  the 

Steel  Corporation  to  destroy  its  competitors. 

1. 
The  Advantages  Possessed  by  the  Steel  Corporation. 

The  substance  of  the  testimony  on  this  head  is  as 
follows : 

John  A.  Topping,  Chairman  of  the  Republic  Iron  & 
Steel  Company,  testified  (R.,  II,  734-5)  :  The  Steel  Cor- 
poration has  an  advantage  over  us  in  the  ownership  of 
its  railroads,  which  means  a  lower  cost  of  transporta- 
tion to  them  than  to  us.  Any  excess  over  what  is  a 
reasonable  rate,  that  we  pay  on  such  of  our  freight  as 
is  carried  by  the  Steel  Corporation's  railroads,  goes  to 
them  as  a  profit.  We  feel  this  disadvantage  in  our 
business. 

James  A.  Campbell,  President  of  the  Youngstown 
Sheet  &  Tube  Company,  testified  (E.,  V,  1848-52,  1863)  : 
I  think  the  old  80  cent  freight  rate  and  the  present 
60  cent  freight  rate  on  ore  from  the  Mesaba  range  to 
Lake  Superior  excessive.  A  fair  rate  would  be  45  cents. 
I  also  think  that  the  rates  from  Lake  Erie  to  the 
Youngstown  and  Pittsburgh  furnaces  are  excessive.  To 
whatever  extent  these  rates  are  excessive  the  Steel  Cor- 
poration has  an  advantage  over  its  competitors,  because 
it  owns  railroads  in  both  the  Lake  Superior  and  the  Lake 
Erie  regions.  These,  or  higher,  rates  were  established 
long  before  the  Steel  Corporation  secured  its  railroads. 
The  only  changes  in  these  rates  since  the  organization  of 
the  Corporation  have  been  reductions.  We  have  a  suit 
pending  before  the  Interstate  Commerce  Commission 
against  the  Lake  Shore,  B.  &  O.  and  Pennsylvania  rail- 
roads to  get  a  further  reduction  of  the  rate  from  Lake 
Erie  to  the  furnaces. 

Julian  Kennedy,  consulting  engineer,  testified  (R, 
V,    1874,    1890-1,    1896,    1915-6)  :    The    ownership    of 
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railroads  gives  the  Steel  Corporation  an  advantage  over 
its  competitors  if  the  rates  are  excessive.  Otherwise  it 
would  have  no  effect.  I  think  that  45  cents  would 
be  a  fair  rate  from  the  Mesaba  mines  to  Lake  Superior, 
and  I  figure  that  the  excess  over  that  rate  while  the  old 
80  cent  rate  was  in  effect  gave  the  Steel  Corporation  an 
advantage  of  a  dollar  a  ton  on  its  steel  billet  production. 
But  I  do  not  claim  to  be  an  expert  on  railroad  rates, 
and  my  allowance  for  interest  on  the  cost  of  building 
the  roads  is  a  guess.  If,  on  application  to  the  Interstate 
Commerce  Commission,  the  present  rate  were  found  to 
be  reasonable  or  were  reduced  to  what  is  reasonable, 
then  the  Steel  Corporation  would  have  no  advantage 
over  its  competitors. 

William  H.  Bonner,  President  of  the  Cambria  Steel 
Company,  testified  (E.,  VI,  2195-8,  2202)  :  It  is  an  ad- 
vantage to  the  Steel  Corporation  to  have  mills  located 
in  the  various  parts  of  the  country,  so  that  it  may  save 
freight  by  shipping  from  the  mill  nearest  its  customer; 
it  is  an  advantage  to  own  the  railroads  carrying  its  ore; 
it  is  an  advantage  to  have  large  economically  operated 
units;  it  is  an  advantage  to  be  well  supplied  with  ore 
and  coal  reserves,  to  have  a  diversity  of  products  and  to 
have  a  well  developed  foreign  trade.  But  there  has  been 
a  great  improvement  in  the  competitors  of  the  Steel  Cor- 
poration during  the  past  ten  years,  and  to-day  the  only 
point  in  which  I  think  the  Steel  Corporation  has  any 
advantage  over  its  competitors  is  in  the  ownership  of 
its  railroads. 

A.  R.  Kennedy,  Traffic  Manager  of  the  Pittsburgh 
Steel  Company,  testified  (K.,  VI,  2235-43,  2253-6,  2262, 
2265,  2296)  :  I  think  the  rates  from  the  mines  to  Lake 
Superior  and  from  Lake  Erie  to  the  Pittsburgh  furnaces 
are  excessive,  and  that  this  is  to  the  advantage  of  the 
Steel  Corporation.  The  Lake  Erie-Pittsburgh  rate  is 
lower  now  than  before  the  Steel  Corporation  was  or- 
ganized, but  a  complaint  is  now  pending  before  the  Inter- 
state Commerce  Commission  to  get  a  still  further  re- 
duction. 
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Edmund  W.  Mudge,  dealer  in  coke,  pig-iron  and  steel, 
builder  of  the  Pope  Tin  Plate  Company  and  former 
Vice-President  of  LaBelle  Iron  Works,  testified  (E.,  VI, 
2410-2417)  :  The  Steel  Corporation  has  three  advan- 
tages—principally the  ownership  of  its  railroads,  second, 
very  fine  management,  and  third,  possibly,  an  advantage 
in  the  favorable  location  of  its  plants.  They  have  no 
other  advantage  over  the  other  large  steel  makers.  Pos- 
sibly also  (although  I  never  heard  the  suggestion  made 
before)  it  might  have  helpful  alliances  with  railroads 
that  buy  its  products,  but  the  question  of  price  is  what 
ultimately  determines  a  railroad's  buying.  I  have  never 
found  a  railroad  willing  to  pay  one  concern  more  than 
another. 

P.  H.  Nelson,  engaged  in  exploring  for  and  mining 
iron  ore  in  the  Mesaba  and  Cuyuna  ranges,  testified 
(R.,  VIII,  3217-20,  3223,  3250,  3253,  3304)  :  The  ad- 
vantages that  the  Steel  Corporation  enjoys  in  our  part 
of  the  country  are  that  it  has  a  great  deal  better  mines 
than  any  of  its  competitors  and  that  it  owns  its  own 
transportation  facilities.  If,  as  suggested,  the  old  80-cent 
rate  was  thirty-five  or  forty  cents  too  high,  that  would 
have  given  the  Steel  Corporation  a  very  substantial  ad- 
vantage in  the  cost  of  its  ore  supply.  The  service  over 
its  roads  has  always  been  first  class,  and  has  never  been 
criticised  by  anybody. 

Charles  M.  Schwab,  President  of  the  Bethlehem 
Steel  Company,  testified  (P.,  XI,  4328-30)  :  The  Steel 
Corporation's  ownership  of  railroads  gives  it  an  advan- 
tage in  cost,  but  it  has  its  money  invested  in  those  rail- 
roads on  which  it  must  earn  returns.  Therefore,  to  make 
the  same  profit  that  I  do,  its  cost  must  be  lower  than 
mine.  It  is  true  also  that  these  railroads  can  be  operated 
better  and  more  economically  by  the  Steel  Corporation 
than  under  any  other  condition,  and  whatever  that 
amounts  to  is  an  advantage  that  the  Steel  Corporation 
alone  enjoys.  If  I  owned  a  railroad  from  the  sea-coast 
to  Bethlehem  they  would  have  no  advantage  over  me. 
I  do  not  own  one,  because  I  have  not  sufficient  capital. 
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John  C.  Jay,  Jr.,  General  Manager  of  Sales  of  the 
Pennsylvania  Steel  Company,  testified  (R.,  XX,  7979-81, 
7986-7,  7995-6)  :  If  we  were  to  enter  the  foreign  trade 
in  competition  with  the  Steel  Corporation,  its  ownership 
of  railroads,  its  large  ore  reserve  and  the  diversity  of 
its  products  would  not  operate  to  our  disadvantage,  be- 
cause we  ourselves  have  advantages  that  would  offset 
that.  The  fact  that  we  have  the  only  plant  in  the 
country  on  tide-water,  and  the  ore  reserve  that  we  have 
in  Cuba,  give  us  a  decided  advantage.  As  for  the  do- 
mestic business,  the  principal  advantages  of  the  Steel 
Corporation  are  their  large  resources,  their  ability  to 
extend  credit  to  customers,  and  the  fact  that  they  have 
railroads.  So  far  as  we  are  concerned,  the  question  of 
ore  supply  has  no  weight  whatever,  for  we  have  pro- 
vided as  fully  for  our  needs  as  they  have  for  theirs. 

The  Steel  Corporation's  Railroads. 

The  Steel  Corporation  owns  several  railroads,  varying 
in  importance  from  actual  trunk  lines  to  small  terminal 
roads  at  its  manufacturing  plants.  The  five  largest  of 
these  railroads  are  (a)  the  Duluth,  Missabe  &  Northern, 
running  from  Duluth  to  the  central  and  western  part 
of  the  Mesaba  range,  a  distance  of  about  seventy  (70) 
miles;  (b)  the  Duluth  &  Iron  Range,  running  from 
Duluth  and  Two  Harbors,  Minnesota,  northwardly  to 
the  eastern  part  of  the  Mesaba  range  and  to  the  Ver- 
million range,  a  distance  of  about  ninety  (90)  miles; 
(c)  the  Elgin,  Joliet  &  Eastern,  a  belt  line  which  en- 
circles the  city  of  Chicago,  connecting  various  steel  works 
of  that  district;  (d)  the  Bessemer  &  Lake  Erie,  running 
from  Conneaut  Harbor,  Ohio,  to  the  edge  of  the  Pitts- 
burgh district,  and  (e)  the  Union  Railroad,  which  con- 
nects the  Bessemer  &  Lake  Erie  with  several  of  the  steel 
works  in  the  Monongahela  valley  near  Pittsburgh. 

The  history  and  the  manner  of  acquisition  of  these 
roads  are  briefly  as  follows: 

(a)  Duluth,  Missabe  &  Northern.  Built  about  1892, 
when  the  Mesaba  range  was  discovered,  to  furnish  an 
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outlet  for  these  new  ores.  Financed,  built,  operated  and 
controlled  from  the  beginning  by  the  Lake  Superior  Con- 
solidated Iron  Mines  (Nelson,  R.,  VIII,  3249;  P.,  25;  A., 
32;  G.  E.,  II,  654-665),  and  in  1901  passed  with  that  com- 
pany into  the  ownership  of  the  Steel  Corporation.  Re- 
built by  the  Steel  Corporation,  after  1902,  at  great  cost. 
(McGonagle,  R.,  XXVIII,  11780-1) .  A  large  part  of  the 
route  of  this  railroad  is  across  the  "muskeags,"  or 
swamps,  of  northern  Minnesota,  which  greatly  increase 
the  difficulty  and  expense  of  both  the  original  construc- 
tion and  the  maintenance  of  the  line  (McGonagle,  R., 
XXVIII,  11778-81). 

(b)  Duluth  &  Iron  Range.  Financed  and  built  in 
1882-1886,  by  the  Minnesota  Iron  Company,  for  the  sole 
purpose  of  furnishing  an  outlet  for  the  Iron  Company's 
ores  on  the  Vermillion  range  (McGonagle,  R.,  XXVIII, 
11777-8;  Tower,  R.,  XXIII,  9509-9512;  G.  E.,  II,  642-3), 
other  railroads  having  refused  to  extend  their  lines  to 
that  range  (Tower,  R.,  XXIII,  9510).  This  road  also 
crosses  the  "muskeag"  district  (McGonagle,  R.,  XXVIII, 
11778-80).  In  1898  it  passed  with  the  Minnesota  Iron 
Company  into  the  control  of  the  Federal  Steel  Company 
(P.,  3;  A.,  3)  and  thus  came  into  the  Steel  Corporation 
at  the  organization  of  the  latter  in  1901. 

(c)  Elgin,  Joliet  &  Eastern.  This  road,  which  con- 
nects various  plants  of  the  Illinois  Steel  Company  in 
the  neighborhood  of  Chicago,  was  acquired  by  the  Feder- 
al Steel  Company  at  the  organization  of  the  latter  in 
1898,  and  passed  with  it  into  the  Steel  Corporation 
(Gary,  R.,  XII,  4693-4,  4715). 

(d)  Bessemer  &  hake  Erie.  This  road,  (or  its  pre- 
decessor and  lessor,  the  Pittsburgh,  Bessemer  &  Lake 
Erie)  was  created  about  1897,  partly  by  purchase  of  an 
existing  line  and  partly  by  new  construction,  by  the 
Carnegie  Steel  Company,  which  financed,  controlled  and 
operated  the  road  (G.  E.,  Ill,  1081-2;  P.,  5;  A.,  4-5). 
Its  principal  traffic  is  iron-ore,  which  it  brings  from 
Conneaut  Harbor,  Ohio,  to  the  Pittsburgh  district  (G. 
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E.,  V,  Pt.  2,  1725-34).     This  road  passed  with  the  Carn- 
egie Company  into  the  Steel  Corporation  in  1901. 

(e)  Union  Railroad.  A  subsidiary  of  the  Carnegie 
Steel  Company  for  many  years,  connecting  with  many 
industrial  plants  and  trunk  lines  in  the  Monongahela 
Valley  near  Pittsburgh.  Passed  with  the  Carnegie  Com- 
pany into  the  Steel  Corporation  in  1901  (P.,  5,  A.,  5). 

It  is  alleged  in  the  Government's  Petition  (P.,  36)  that 
the  ownership  of  these  railroads  gives  the  Steel  Corpora- 
tion "a  commanding  position"  and  "an  important  advan- 
tage" over  its  competitors.  In  support  of  this  charge  the 
Government  adduced  a  great  mass  of  evidence  to  show  the 
operations  and  earnings  of  the  Steel  Corporation's  rail- 
roads, consisting  mainly  of  compilations  of  traffic  sta- 
tistics and  statements  of  earnings  filed  by  the  various 
companies  with  the  Interstate  Commerce  Commission 
(G.  E.,  V,  Pt.  1, 1690-1705;  Pt.  2,  1706-58).  As  to  the  two 
roads  in  Minnesota  and  as  to  the  Bessemer  &  Lake  Erie 
(but  not  as  to  any  of  the  other  railroads)  the  Government 
produced  evidence  as  to  the  tariff  rates  charged  for  the 
carriage  of  iron  ore,  the  cost  of  performing  such  service, 
and  the  reasonableness  or  unreasonableness  of  these  rates. 

These  tariff  rates  on  iron  ore  from  the  Mesaba  range 
to  Lake  Superior  were  fixed  at  eighty  cents  per  ton  in 
1893,  when  the  Mesaba  range  was  opened,  and  remained 
at  that  rate  until  October  19,  1911,  when  they  were  re- 
duced at  the  initiative  of  the  Steel  Corporation  to  sixty 
cents  per  ton.  The  rates  from  the  Vermillion  range 
were  ninety  cents  per  ton  from  some  points  and  one 
dollar  from  others  from  the  time  of  the  opening  of  that 
range  until  October  19,  1911,  when  they  likewise  were 
reduced  to  sixty  cents  per  ton  (P.,  36;  A,  32-33;  G.  E., 
II,  649;  Kennedy,  E.,  VI,  2272;  Nelson,  E.,  VIII,  3249- 
50;  Gayley,  E.,  IX,  3553-6;  Campbell,  E.,  V,  1863).  J. 
P.  Muller,  a  public  accountant,  compiled  lengthy  tables 
(G.  E.,  V,  part  I,  1690-1705)  tending  to  show  that  the 
average  cost  of  hauling  a  ton  of  ore  to  Lake  Superior 
over  the  Duluth,  Missabe  &  Northern  and  the  Iron  Eange 
railroads  was  respectively  24.4  cents  and  25.75  cents 
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(G.  E.,  V,  part  I,  1704-5)  which  computation  excludes  all 
capital  charges,  however,  and  covers  only  operating 
cost.  James  A.  Campbell,  President  of  the  Youngstown 
Sheet  &  Tube  Company,  testified  (E.,  V,  1849)  that  he 
believed  that  forty-five  cents  per  ton  would  be  a  fair  rate 
for  this  haul.  Julian  Kennedy,  engineer,  testified  (E., 
V,  1875)  that  he  believed  that  forty-five  cents  per  ton 
would  be  a  remunerative  rate,  but  admitted  (E.,  V,  1890- 
1)  that  he  was  not  an  expert  on  railroad  rates,  and  that 
his  allowance  for  interest  on  investment  was  but  a 
"guess."  A.  E.  Kennedy,  Traffic  Manager  of  the  Pitts- 
burgh Steel  Company  (E.,  VI,  2235-43)  and  Henry  E. 
Moore,  Traffic  Manager  of  the  Eepublic  Iron  &  Steel 
Company  (E.,  VI,  2309)  testified  that  they  believed  the 
present  sixty  cent  rate  to  be  excessive,  but  did  not  testify 
to  the  exact  amount  that  they  believed  to  be  a  proper 
charge.  The  Government  also  proved  (G.  E.,  Ill,  972-3) 
a  statement  by  James  Gayley  in  May,  1903,  to  the  effect 
that  securing  an  ore-traffic  contract  with  a  certain  mine 
on  the  Mesaba  range  meant  a  profit  of  thirty-five  cents 
per  ton,  the  tariff  rate  then  being  eighty  cents. 

On  the  other  hand,  the  defendants  proved  (a)  that 
in  1913  this  whole  matter  of  freight  rates  on  ore  from 
the  Minnesota  ranges  was  brought  before  the  Interstate 
Commerce  Commission  for  determination  of  a  reason- 
able rate,  which  proceeding  is  still  pending  (Johnson, 
E.,  XXVIII,  11794-5;  Kempton,  E.,  XXVIII,  11830-1), 
and  (&)  the  extent  of  the  investment  in  the  two  Minne- 
sota railroads  as  shown  by  the  companies'  books,  by  the 
State  tax  appraisals,  and  by  estimates  of  the  cost  of  re- 
production; the  percentage  of  profits  realized  on  such 
investment  yearly  since  1901,  and  the  average  for  1901- 
1913 ;  also  the  percentages  that  would  have  been  realized 
thereon  had  the  present  sixty  cent  rate  been  in  effect 
throughout  that  period  (D.  E.,  IX,  672-692),  and  (c) 
the  peculiar  nature  of  the  business  transacted  by  these 
railroads,  their  practical  idleness  throughout  each 
winter,  their  lack  of  a  return-haul  for  their  cars,  their 
elaborate  investment  in  dock  and  vessel-loading  machin- 
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ery,  and  their  difficulties  in  construction  and  operation 
through  the  "muskeag"  region  (Gayley,  E.,  IX,  3554-6; 
McGonagle,  K.,  XXVIII,  11778-11791)  ;  and  (d)  the 
fact  that  the  Steel  Corporation's  railroads  in  the  Mesaba 
district  have  as  competitors  both  the  Great  Northern 
Railway  and  the  Canadian  Northern  Kailway  (McGon- 
agle, R.,  XXVIII,  11782-3). 

As  to  the  Bessemer  and  Lake  Erie,  which  is  but 
one  of  several  ore  carriers  between  Lake  Erie  and 
the  Pittsburgh  furnaces  (Kennedy,  R.,  VI,  2232-3) 
and  which  in  actual  practice  carries  no  ore  for  any 
company  except  the  Steel  Corporation  (Kennedy,  R., 
VI,  2262),  the  Government's  witnesses  A.  R.  Kennedy 
(R.,  VI,  2234-6),  H.  R.  Moore  (R.,  VI,  2323)  and  James 
A.  Campbell  (R.,  V,  1851)  testified  that  they  regarded 
the  present  rate  of  ninety-six  cents  as  too  high,  but 
none  of  these  witnesses  stated  what  he  thought  would 
be  a  reasonable  rate.  J.  P.  Muller  produced  statistics 
(G.  E.,  V,  part  I,  1703)  tending  to  show  that  the  oper- 
ating cost  of  the  Bessemer  Railroad  in  hauling  one  ton 
of  ore  was  but  28.2484  cents  per  ton,  but  his  figures  in- 
cluded no  allowance  for  interest  on  investment  or  for 
certain  items  of  expense  or  for  operating  cost  or  interest 
on  investment  of  the  Union  Railroad — all  of  which  mat- 
ters are  covered  by  the  ninety-six  cents  paid  by  the  ship- 
per (Muller,  R.,  VII,  2758,  2789-90;  Kennedy,  R.,  VI, 
2256-7;  G  E.,  V,  part  I,  1703). 

It  appeared  further  that  the  present  rate  of  ninety- 
six  cents  over  the  Bessemer  and  its  competing  carriers 
is  the  lowest  rate  ever  in  effect  for  this  service  and  a 
substantially  lower  rate  than  was  in  effect  up  to  the  year 
1909  (Kennedy,  R.,  VI,  2264). 

It  appeared  further  that  the  reasonableness  of  this 
ninety-six  cent  rate  is  in  issue  in  a  proceeding  now  pend- 
ing before  the  Interstate  Commerce  Commission  (Camp- 
bell, R.,  V,  1852;  Kennedy,  R.,  VI,  2226,  2262). 

There  is  no  testimony  in  the  record  as  to  the  rates 
charged  by  the  other  railroads  of  the  Steel  Corporation, 
nor  any  other  evidence  relating  to  the  earnings  or  opera- 
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tions  of  those  railroads,  except  a  compilation  of  traffic 
statistics  and  operating  results,  abstracted  from  the  re- 
ports to  the  Interstate  Commerce  Commission  by  the 
Elgin,  Joliet  &  Eastern  Railway  Company,  the  Chicago, 
Lake  Shore  &  Eastern  Railway  Company,  the  Lake  Termi- 
nal Railroad  Company,  the  Newburgh  &  South  Shore 
Railway  Company,  and  the  Union  Railroad  Company 
(G.  E.,  V,  part  II,  1735-1758). 


The  Strength  of  the  Competitors  of  the  Steel  Corporation, 
and  Their  Increase  m  Strength  Since  1901. 

To  set  out  here  all  of  the  evidence  that  shows  the 
strength  and  resources  of  the  competitors  of  the  Steel 
Corporation  would  result  in  a  repetition  of  matter  that 
has  been  fully  covered  in  other  chapters  of  this  State- 
ment of  the  Case — a  tedious  repetition  that  would,  we 
think,  in  no  way  assist  the  Court.  Thus,  the  ore  re- 
sources held  by  these  competitors  and  the  ore  that  re- 
mains available  for  purchase  by  them  have  been  de- 
scribed at  some  length  in  the  chapter  on  "Iron  Ore"  (pp. 
455  to  481).  Their  coking  coal  has  been  described  in  the 
chapter  on  that  subject  (pp.  482  to  492).  In  the  same 
way  the  tonnages  and  percentages  of  these  competitors  in 
the  country's  production  of  the  various  crude,  semi-fin- 
ished and  finished  products  have  been  set  out  in  consider- 
able detail  in  the  chapter  on  "The  Allegation  that  the 
Steel  Corporation  has  Obtained  a  Monopoly  in  the  Manu- 
facture and  Sale  of  Iron  and  Steel  Products"  (pp.  403  to 
423),  throughout  which  chapter  are  stated  the  tonnages 
and  percentages  of  these  competitors  in  1901,  1906  and 
1911,  and  also  the  rate  of  growth  of  the  competitors  as 
contrasted  with  the  rate  of  growth  of  the  Steel  Cor- 
poration. Furthermore,  in  the  chapter  on  "Competition" 
(pp.  362  to  402)  the  Court  will  find  a  summary  of  the  evi- 
dence of  competitors  and  consumers  throughout  the  coun- 
try, tending  to  show  the  extent  to  which  the  competitors 
of  the  Steel  Corporation  have  succeeded  in  securing  busi- 
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ness  in  direct  competition  with  the  Corporation,  and 
tending  to  show  as  well  the  extent  of  the  markets  of 
such  competitors  and  the  diversity  and  variety  of  their 
products.  In  the  few  instances  in  which  particular  com- 
petitors are  now  to  be  described,  allusion  will  be  made 
to  the  variety  of  products  and  the  territorial  extent  of 
the  markets  of  those  particular  competitors,  but  for  a 
summary  of  the  whole  body  of  evidence  of  this  kind  re- 
ference must  be  had  to  the  chapter  on  "Competition" 
(supra,  pp.  362  to  402). 

Some  Important  Competitors. 

While  it  is  obviously  impracticable  to  set  out  in  de- 
tail the  history  of  every  one  of  the  competitors  of  the 
Steel  Corporation  it  may  be  interesting  and  helpful  to 
have  a  brief  account  of  the  condition  and  growth  of  a 
few  of  the  more  important.  Unless  otherwise  noted,  the 
statements  of  fact  now  to  be  made  in  regard  to  those 
competitors  are  taken  either  from  Government  Special 
Exhibits,  15a,  15ft,  and  15c  (Special  Exhibits,  Vol.  Ill, 
pp.  107-110)  or  from  Defendants'  Exhibits,  Vol.  Ill,  p. 
374. 

Jones  &  Laughlin  Steel  Company,  Pittsburgh,  Penn- 
sylvania. In  1901  this  Company  made  485,753  tons  of 
finished  products,  while  in  1912  it  made  1,490,122  tons— 
a  growth  of  206.79  per  cent.  Its  capital  is  $53,579,000 
in  stock  and  bonds,  and  its  surplus  is  very  large,  as 
will  appear  by  Government  Special  Exhibit  15c— not 
here  printed,  to  avoid  general  disclosure.  It  has  just 
built  a  great  plant,  entirely  new,  at  Allequippa,  Penn- 
sylvania, a  few  miles  below  Pittsburgh  on  the  Ohio 
Eiver ;  and  recently  has  entered  into  the  manufacture  of 
tin  plate  and  wire  products,  which  it  had  not  thereto- 
fore made.  Its  production  now  covers  practically  the 
same  variety  of  products  as  that  of  the  Steel  Corpora- 
tion, the  only  important  exceptions  being  heavy  rails 
and  tubular  products.1     Even  before  the  Steel  Corpora- 


iKing,  K.,  VI,  2120. 
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tion  was  formed,  The  Iron  Age  said  of  this  company, 
"This  firm  make  a  greater  variety  of  product  than  any 
other  iron  and  steel  concern  in  the  country"  (G.  E.,  IV, 
1512-4).  In  some  products,  as  in  steel  shafting,  its  pro- 
duction exceeds  that  of  the  Steel  Corporation.2  It  mar- 
kets its  products  in  every  part  of  the  United  States, 
including  the  far  South  and  the  Pacific  Coast,  as 
appears  by  the  testimony  of  large  numbers  of  its 
customers  in  this  case.  It  owns  large  ore  reserves 
on  the  Mesaba  Kange3  bought  since  the  Steel  Corpora- 
tion was  organized;4  it  has  recently  increased  its  ore 
reserves  on  the  old  ranges;5  it  owns  a  fleet  of  ore  boats 
on  the  Great  Lakes;6  it  owns  the  Monongahela  Connect- 
ing Eailroad  at  Pittsburgh,  and  for  twenty  years  it 
has  owned  its  own  coking  coal  reserves  in  Washington 
County,  Pennsylvania,  having  a  sixty  years'  supply  at 
its  present  rate  of  consumption.7 

Cambria  Steel  Company,  Johnstown,  Pennsylvania. 
In  1901  this  Company  made  466,812  tons  of  finished 
products,  while  in  1913  it  made  1,192,679  tons — a  growth 
of  155.5  per  cent.  Its  capital  is  $48,852,000  in  stocks 
and  bonds,  and  its  surplus  $20,520,175.84.  Its  produc- 
tion covers  almost  the  whole  range  of  steel  products,  in- 
cluding some  varieties,  such  as  steel  railroad  cars,  that 
are  not  made  by  the  Steel  Corporation.  It  is  one  of  the 
important  producers  of  heavy  rails.  It  sells  its  products 
throughout  the  United  States  and  Canada.8  It  controls 
its  own  ore,  having  vast  tonnages  in  the  Mesaba  Range9 
and  some  Michigan  mines  as  well,  containing  in  all  up- 
wards of  fifty  years'  supply.8  It  has  its  own  fuel  coal 
and  its  own  coking  coal,8  and  it  has  its  own  Lake  fleet.10 


2Beegle,  R,  XX,  8055-6. 

SD.  E.,  V,  420. 

4Jones,  E.,  VI,  2425. 

6Leith,  R,  XVI,  6236. 

eD.  E.,  Ill,  331. 

'Lynch,  R,  XV,  5787,  5807-9. 

8Donner,  R.,  XXVIII,  12031-3. 

9D.  E.,  V,  420. 

10D.  E.,  ni,  330. 
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Pennsylvania  Steel  Company,  Steelton,  Pennsylvania, 
and  Sparrows  Point,  Maryland.  In  1901  this  Company, 
and  its  subsidiary,  the  Maryland  Steel  Company,  made 
515,091  tons  of  finished  products,  while  in  1911  (the 
last  year  for  which  we  have  the  statistics)  it  made  539,- 
414  tons — an  increase  of  4.7  per  cent.  The  Company's 
strength  has  been  increased  during  this  decade  more  than 
is  indicated  by  this  percentage  of  growth,  a  large 
amount  of  money  having  been  invested  in  the  plants 
during  that  time,  principally  along  the  lines  of  securing 
for  the  Company  its  supplies  of  ore,  coal  and  coke.11  The 
Company  has  suffered  because  of  the  want  of  diversifica- 
tion of  its  products,12  but  the  financing  has  already  been 
arranged  that  will  enable  it  at  once  to  devote  about 
110,000,000.00  of  additional  capital  to  the  correction  of 
this  fault.11  The  present  capitalization  of  the  Pennsyl- 
vania Steel  Company  and  its  subsidiary  steel  companies 
is  152,112,800,  and  their  combined  surplus  $14,602,575.76. 
Their  principal  products  are  rails,  bars,  billets  and  plates. 
This  Company  owns  enormous  ore  reserves  in  the  Cuban 
fields  aggregating  over  1,400,000,000  tons  of  ore,  or  nearly 
one  thousand  years'  supply  at  the  rate  of  consumption 
in  1911,13  practically  all  of  which  was  acquired  since 
1901,14  and  it  owns  also  large  deposits  of  iron  ore  in  the 
Cornwall  district  of  Pennsylvania.15  It  has  its  own  coal 
reserves  in  the  Cresson,  Pennsylvania,  district,  and  has 
but  recently  enlarged  its  coke-oven  plants.16 

Bethlehem  Steel  Company,  Bethlehem,  Pennsylvania. 
In  1901  this  Company  produced  18,146  tons  of  finished 
products,  while  in  1913  it  produced  703,792  tons — a 
growth  of  3,779.7  per  cent.  The  capital  of  this  Company, 
in  stock  and  bonds,  is  $45,800,500.00,  and  its  surplus 
$9,714,517.08.    It  is  a  large  producer  of  rails,  and  is  one 


"Jay,  E.,  XX,  7977-8. 
"Roberts,  E.,  XXVIU,  11900. 
13D.  E.,  V,  421. 
"Rand,  R,  XVII,  6786. 
i5Birkenbine,  R,  XVII,  7011. 
16Jay,  R,  XX,  7978. 
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of  the  leading  makers  of  structural  shapes,  having  a 
product  of  a  special  character  (known  as  the  "Bethlehem- 
section"),  the  control  of  which  is  said  to  give  this  Com- 
pany a  great  advantage  over  all  other  makers  of  struc- 
tural shapes.17  It  makes  a  large  tonnage  of  ordnance, 
special  steels,  forgings,  steel  castings  and  other  special- 
ties, many  of  which  products  the  Steel  Corporation  does 
not  make.  A  further  diversification  of  its  products  is 
promised  by  its  President,  Mr.  Schwab.18  This  Company 
has  recently  acquired  enormous  tonnages  of  ore  in  reserve, 
having  developed  and  in  sight,  in  Chili  alone,  sixty  years' 
supply  of  ore  of  the  highest  quality,19  having  in  Cuba  a 
supply  for  five  hundred  and  fifteen  years  more20  and  a 
comparatively  small  tonnage  besides  in  the  Adirondack 
region.21  It  obtains  its  coking  coal  from  the  West  Vir- 
ginia fields  that  lie  immediately  south  of  the  Connells- 
ville  region  of  Pennsylvania.22 

Lackawanna  Steel  Company,  Buffalo,  New  York.  In 
1901  this  Company  made  333,040  tons  of  finished  rolled 
product,  while  in  1911  it  made  543,653  tons — an  increase 
of  63.2  per  cent.  Its  capital  is  $69,737,000.00  in  stock  and 
bonds,  and  its  surplus  $7,514,876.71.  Its  principal  prod- 
ucts are  pig-iron,  rails,  billets,  structural  shapes,  plates 
and  bars.23  Its  market  covers  practically  the  entire 
United  States,  including  the  Pacific  Coast.23  It  obtains 
part  of  its  ore  from  the  Adirondacks,24  and  it  has  re- 
cently increased  its  ore  reserves  on  the  Michigan  ranges  ;2B 
and  it  has  14,000  acres  of  coking  coal  land  in  Washing- 
ton County,  Pennsylvania,  as  well  as  another  large  acre- 
age of  coking  coal  in  Indiana  County,  Pennsylvania.26 


"Schwab,  R,  XI,  4149. 
18R,  XI,  4336. 
19Snyder,  E.,  XVII,  6672-3. 
20D.  E.,  V,  421. 
"Buck,  R,  XVII,  6645. 
22Lynch,  E.,  XV,  5801-2. 
23Smith,  R,  XIX,  7905-6. 
"Witherbee,  R,  XVIII,  7277-9. 
25Leith,  R,  XVI,  6236. 
26Lynch,  R,  XV,  5809. 
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The  Washington  County  acreage  alone  will  suffice  to 
supply  fifty-six  years'  requirements  at  the  present  rate  of 
coke  consumption  at  this  Company's  furnaces.26 

Republic  Iron  &  Steel  Company,  Youngstown,  Ohio, 
and  Birmingham,  Alabama.  In  1901  this  Company  made 
513,387  tons  of  finished  rolled  product,  while  in  1912 
it  made  979,617  tons — an  increase  of  90.8  per  cent,  Its 
capital  is  $67,122,595.60  in  stock  and  bonds,  and  its  sur- 
plus |6,512,777.64.  Prior  to  1906  this  Company's  prod- 
uct was  principally  iron,  but  since  that  time  its  works 
have  been  converted  into  steel  making  plants  and  its 
capacity  and  range  of  products  have  been  much  in- 
creased.27 By  February,  1914,  its  capacity  had  been 
enlarged  to  approximately  1,250,000  tons  of  steel  per  an- 
num.27 Its  principal  products  are  bars,  structural  shapes, 
plates,  tubular  products,  skelp,  sheet  and  tin  bars,  bolts, 
nuts  and  spikes,  it  having  in  recent  years  added  the 
plate  mills  and  tubular  production  to  its  equipment.27 
Its  market  extends  throughout  the  United  States  and 
Canada,27  while  it  has  plants  located  in  Ohio,  Pennsyl- 
vania, Illinois,  Indiana,  Iowa,  Michigan  and  Alabama.28 
It  owns  large  reserves  of  ore  on  the  Mesaba,  Marquette, 
Menominee  and  Gogebic  ranges  ;29  it  recently  has  acquired 
deposits  on  the  newly  discovered  Cuyuna  range,30  and 
it  owns  very  large  deposits  of  both  red  and  brown  ore 
in  the  Birmingham  district  of  Alabama.31  Its  ore  re- 
serves, both  in  the  Lake  Superior  district  and  the  Ala- 
bama district,  have  been  very  largely  increased  by  pur- 
chases made  since  the  year  1905.31  It  has  its  own  coking 
coal  in  the  Connellsville-Greene  County  district  of  Penn- 
sylvania32 and  in  the  Birmingham  district.33     It  owns  a 


26Lynch,  E,  XV,  5809. 

"Topping,  R.,  XXVIII,  11997-9;  also  E.,  II,  731-3 

28Toppmg,  R,  II,  731. 

29D-Q^oaV20;  T°PPin&>  R"  n>  72?-?30;  Thompson,  R,  XXII, 

30Crosby,  E.,  XVI,  6286. 
"Topping,  R,  II,  727-30. 
"Lynch,  R,  XV,  5795. 
33G.  E.,  I,  250. 
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fleet  of  steamers  on  the  Great  Lakes,34  and  is  equipped 
to  perform  for  itself  every  part  of  the  steel  making  pro- 
cess, from  the  mining  of  the  ore  to  the  sale  of  the  finished 
product,  except  the  single  item  of  rail  transportation.35 
Inland  Steel  Company,  Indiana  Harbor,  Indiana.  In 
1901  this  Company  made  only  23,000  tons  of  finished 
products,  while  in  1913  it  made  367,071  tons — a  growth 
of  1,495.9  per  cent.  Its  capital  in  stock  and  bonds  is  $13,- 
312,700.  and  its  surplus  $5,084,371.76.  As  late  as  1905 
this  Company  had  but  five  open-hearth  furnaces,  a  bloom- 
ing mill,  a  structural  mill  and  a  sheet  making  plant.  Its 
total  investment  then  was  but  $4,000,000.  By  1913  it 
had  increased  its  investment  to  $20,000,000.,  had  built 
two  blast  furnaces  and  seven  additional  open-hearth  fur- 
naces, had  built  a  merchant  bar  mill,  a  sheet-bar  and 
billet  mill  and  a  plate  mill,  had  doubled  its  equipment  of 
sheet  mills  and  galvanizing  pots,  had  added  a  rivet,  spike, 
bolt  and  nut  department,  and  had  built  a  by-product 
coke  plant.36  It  maintains  selling  offices  in  St.  Paul,  St. 
Louis,  Denver  and  Dallas,  and  markets  its  products 
throughout  the  United  States  west  of  Indianapolis.37  It 
has  its  own  ore  on  the  Mesaba  and  Cuyuna  ranges,  no 
part  of  which  is  located  on  any  railroad  in  which  the 
Steel  Corporation  is  interested.38  All  of  its  ore  has  been 
acquired  since  1905.38  It  has  its  own  steamers  on  the 
Great  Lakes,  and  its  own  ore  docks  and  unloading  facili- 
ties.39 Like  the  Illinois  Steel  Company,  this  Company 
now  secures  coal  for  coking  in  its  by-product  ovens  from 
the  coal  fields  of  Kentucky.40  Its  president,  A.  W. 
Thompson,  testifies  that  its  facilities  are  now  as  com- 
plete as  those  of  the  Steel  Corporation,  with  the  single 
exception  of  the  ownership  of  railroads.41 


34D.  E.,  Ill,  332. 
35Topping,  B.,  II,  732. 
36Thompson,  E.,  XXII,  9131-2. 
"Thompson,  E.,  XXII,  9138-9141. 
38Thompson,  E.,  XXII,  9133-9138. 
39ttid,  pp.  9138-9. 
40Landstreet,  E,  XXIV,  10097-8. 
«E,  XXII,  9143-4. 
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Young stown  Sheet  &  Tube  Company,  Youngstown, 
Ohio.  This  Company  began  operation  early  in  1902.42 
By  1913  its  production  of  steel  ingots  had  grown  to 
848,700  tons,  and  its  production  of  finished  products  to 
465,288  tons.  Its  capital,  which  at  the  start  was  but 
$600,000.,43  is  now  $22,425,400  in  stock  and  bonds,  and  its 
surplus  $6,874,679.79.  Its  original  plant  contained  only 
equipment  for  making  pipe  and  sheets  on  a  small  scale,43 
while  its  present  plant  is  equipped  to  make  not  only 
a  general  line  of  pipes  and  sheets,  but  an  equally  wide 
variety  of  wire  and  wire  products,  wire  rods  and  skelp.44 
In  addition  to  this  increase  in  the  variety  of  its  products, 
the  Company  has  built  four  blast  furnaces  and  a  large 
open-hearth  steel  works  with  a  capacity  of  about 
1,000,000  tons  of  ingots  per  year.44  Its  market  extends 
throughout  the  whole  United  States  and  into  Canada, 
Mexico,  Cuba  and  other  foreign  countries.44  It  has  its 
own  ores,45  and  its  own  coking  coal.46 

Colorado  Fuel  &  Iron  Company,  Pueblo,  Colorado.  In 
1901  this  Company  produced  192,080  tons  of  finished 
rolled  product,  while  in  1912  it  produced  485,743  tons — 
a  growth  of  152.8  per  cent.  Its  capital  is  #76,576,500.00 
in  stock  and  bonds,  and  its  surplus  $4,432,456.17.  Its 
products  are  standard  rails,  spikes,  bolts,  angle  bars,  wire 
rods,  wire  and  a  general  line  of  wire  products  and 
merchant  bars.47  Its  market  for  its  products  covers  the 
entire  western  part  of  the  United  States  west  of  the 
Missouri  Eiver,  extending  from  Texas  on  the  south  to 
North  Dakota  on  the  north.48  It  has  a  large  supply  of 
its  own  ore  in  Wyoming,  Utah,  and  New  Mexico,  and  a 
vast  acreage  of  coking  coal  in  southern  Colorado.49 


"Campbell,  R,  V,  1846. 
i3Ibid.,  p.  1856. 

"Manning,  E.,  XIX,  7697-7700. 
"Campbell,  E.,  V,  1843. 
""Lynch,  E,  XV,  5796. 
47Welborn,  E.,  XXVI,  10930-2. 
isIhid.,  pp.  10935-40. 
iaIbid.,  pp.  10933-5. 
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La,  Belle  Iron  Works,  Steubenville,  Ohio.  In  1901  this 
Company  made  only  55,585  tons  of  finished  product, 
while  in  1913  it  made  313,292  tons— a  growth  of  463.4 
per  cent.  Its  capital  is  $21,607,800.00  in  stock  and 
bonds,  and  its  surplus  |3,245,470.33.  Its  products  are 
billets,  sheet  bars,  plates,  skelp,  sheets,  tubular  products 
and  cut  nails.50  Its  market  extends  throughout  the 
United  States,  including  the  Pacific  Coast,  and  also  ex- 
tends into  Mexico  and  Canada.60  It  has  its  own  ore  on 
the  Mesaba  range51  and  its  coking  coal  in  the  Connells- 
ville-Greene  County  district  of  Pennsylvania,52  as  well 
as  its  own  ore  vessels  on  the  Great  Lakes.53 

In  addition  to  the  ten  companies  just  mentioned  there 
is  a  very  large  number  of  competitors  of  the  Steel  Cor- 
poration whose  names,  capitalizations,  outputs,  etc.,  are 
given  in  some  detail  in  Special  Exhibits,  Vol.  Ill,  p.  107, 
and  in  Defendants'  Exhibits,  Vol.  Ill,  p.  374  (general 
products),  Vol.  IX,  pp.  732-738  (tubular  goods  only), 
Vol.  I,  pp.  118-137  (fabricating  shops  only),  Vol.  II,  pp. 
209-210  (merchant  bars  only).  The  widespread  markets 
of  these  manufacturers  are  shown  by  the  testimony  of 
their  competitors  and  customers  from  all  parts  of  the 
United  States,  elsewhere  considered  in  some  detail,  in  the 
chapter  on  Competition,  pp.  362  to  402  hereof.  The 
ore  supplies  and  coking  coal  supplies  of  these  competitors 
are  elsewhere  considered  in  detail  under  those  titles.  And 
their  ore  vessel  fleets  are  set  out  in  detail  in  Defendants' 
Exhibits,  Vol.  Ill,  pp.  330-332. 


6°Westfal,  E.,  XIX,  7875-6. 
61D.  E.,  V,  420. 
"Lynch,  E.,  XV,  5796. 
53D.  E.,  Ill,  331. 
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3. 

Opinions  of  Experts. 

The  witnesses  who  testified  on  this  point,  the  opinions 
they  expressed  and  the  reasons  they  gave,  are  summarized 
as  follows : 

A.  Tending  to  Show  that  the  Steel  Corporation  Note 
Has  the  Power  to  Destroy  Competitors. 

James  A.  Campbell,  President  of  the  Youngstown 
Sheet  &  Tube  Company.  (Record,  Vol.  V,  pp.  1859-60)  : 
I  think  that  the  Steel  Corporation  would  have  the  power 
to  put  its  competitors  out  of  business  if  it  pursued  a 
different  policy  from  that  which  has  actuated  Judge  G-ary, 
although  the  fact  has  been  that  the  smaller  independent 
manufacturer  has  been  more  prosperous  since  the  Steel 
Corporation  was  organized  than  ever  before.  I  think 
if  Judge  Gary  died  to-night  there  would  be  a  good  many 
steel  people  that  would  lie  awake  until  his  successor 
was  appointed. 

Julian  Kennedy,  consulting  engineer  (Record,  Vol. 
V,  pp.  1875-6,  1894-1904,  1915-7,  1919-23)  :  I  think  that 
the  Steel  Corporation  has  power,  if  it  wishes  to  do  so, 
to  destroy  its  competitors,  because  I  think  that  it  can 
manufacture  billets  at  least  a  dollar  a  ton  cheaper  than 
they.  This  lower  cost  arises  solely  from  its  advantage 
in  the  matter  of  transportation.  If  the  rates  over  its  rail- 
roads were  reduced  to  what  I  think  is  reasonable,  then 
the  Steel  Corporation  would  have  no  advantage  over  its 
competitors,  for  my  opinion  as  to  power  over  com- 
petitors arises  wholly  from  my  opinion  as  to  the  ex- 
cessiveness  of  the  charges  made  by  these  railroads  for 
the  carriage  of  raw  materials.  Since  the  Steel  Corpora- 
tion was  formed  I  have  invested  my  money  in  competing 
steel  plants,  "without  fear  of  being  wiped  off  the  earth." 

In  the  Carnegie  Steel  Company  minutes  of  September 
23,  1902  (G.  E.,  II,  476),  occurs  the  following 
remark  by  Mr.  Bope :  "The  Tin  Plate  Company  are  cov- 
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ered  by  contracts  up  to  the  first  of  December.  At  that 
time  they  anticipate  making  a  heavy  cut  in  prices,  which 
they  think  will  put  90  per  cent,  of  their  competitors  out 
of  business."  When  Mr.  Bope  was  called  to  the  stand  he 
was  asked  the  source  of  this  hearsay  opinion,  and  an- 
swered that  it  was  merely  his  report  of  a  remark  or 
rumor  that  he  had  heard  concerning  competition  in  a 
product  unfamiliar  to  him  (Record,  Vol.  XXVII,  p. 
11471). 

B.  Judge  Gary's  Testimony. 

Judge  Gary  was  interrogated  on  this  subject  at  the 
"Tariff  Hearings"  before  the  Ways  and  Means  Committee 
of  the  House  of  Representatives  in  December,  1908,  and 
then  testified,  in  substance,  that  he  thought  that  the 
Steel  Corporation  had  a  commanding  position  in  the 
trade,  and  that  it  could  drive  large  numbers  of  its  com- 
petitors out  of  business  if  it  tried,  although  it  had  some 
competitors  who  were  just  as  able  to  take  care  of  them- 
selves as  was  the  Steel  Corporation.  Asked  whether,  if 
it  tried,  the  Steel  Corporation  had  the  power  to  monop- 
olize the  business,  he  replied  that  he  did  not  know 
(Record,  Vol.  XIV,  p.  5377).  He  then  went  on  to  ex- 
plain his  belief  in  the  Steel  Corporation's  "commanding 
position"  by  stating  his  belief  that  it  "pretty  nearly"  had 
control  of  the  "ultimate  supply"  of  ore  of  the  country 
(Record,  Vol.  XIV,  pp.  5380-1).  When  called  to  testify 
in  the  present  case,  Judge  Gary's  attention  was  called 
to  the  report  of  his  testimony  at  the  Tariff  Hearings,  and 
he  said  of  it,  in  substance,  that  his  expression  of  opinion 
in  1908  on  the  control  of  the  ore  supply  had  been  based 
upon  the  belief  that  the  Steel  Corporation  then  had  about 
70  per  cent,  of  the  ore  of  the  Lake  Superior  district.  He 
adds :  "I  was  very  poorly  posted.  *  *  *  Of  course,  I 
was  wrong,  terribly  wrong"  (Record,  Vol.  XIV,  p.  5381). 
As  to  the  power  to  put  some  of  the  competitors  out  of 
business,  he  says:  "I  think  we  could  at  the  start;  I  have 
no  doubt  we  could,  and  not  only  we  could  have  done  that, 
but  many  others  could  have  done  it.    For  instance,  in  my 
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opinion,  Jones  &  Laughlin,  in  1901,  could  have  driven  the 
Kepublic  Company  out  of  business.  Those  conditions 
have  changed,  of  course,  but  I  only  mean  to  say  that  a 
stronger,  better  equipped  company,  which  has  a  decided 
advantage  over  a  very  weak  company,  can,  if  it  is  willing 
to  do  so,  drive  the  smaller  one  out  of  business,  just  as  I 
believe  they  used  to  do  in  olden  times"  (Eecord,  Vol. 
XIII,  p.  5155).  "I  feel  certain  that  by  reason  of  our 
integrated  proposition  we  had  the  advantage  in  cost  of 
production  over  our  competitors  generally.  If  any  one 
having  advantage  in  any  business  is  willing  to  sell  down 
to  his  cost  price,  of  course  he  could  live  while  his  com- 
petitors would  starve;  but  that  is  a  most  unnatural 
position  for  any  producer  to  take  and  long  continue,  and 
practically  I  do  not  consider  it  a  very  important  thing" 
(Eecord,  Vol.  XIV,  p.  5378). 

C.  Tending  to  Negative  the  Existence  of  Power  over 
Competitors. 

James  A.  Farrell,  President  of  the  Steel  Corporation, 
testified  (Eecord,  Vol.  X,  p.  4058)  :  The  largest  com- 
petitors of  the  Steel  Corporation  are  the  Bethlehem, 
Lackawanna,  Eepublic,  Pennsylvania,  Maryland,  Youngs- 
town  Sheet  &  Tube,  Jones  &  Laughlin,  Pittsburgh  Steel, 
Otis  Steel,  Midland  Steel,  La  Belle,  Wheeling  Steel  & 
Iron,  Andrews  Steel  and  Ashland  Steel  companies.  The 
Steel  Corporation  could  not  put  those  concerns  out  of 
business  without  committing  financial  suicide;  and  it 
has  no  more  power  to  destroy  a  small  competitor  than 
has  any  of  these  other  large  concerns  that  I  have  just 
mentioned. 

Alexis  W.  Thompson,  President  of  the  Inland  Steel 
Company,  when  asked  whether  the  Steel  Corporation 
could  destroy  its  competitors,  answered  (Eecord,  Vol. 
XXII,  p.  9144)  :  "No;  that  is  absurd.  They  cannot  do 
it.  I  think  it  is  a  physical  impossibility.  I  cannot 
imagine  how  they  could  do  it." 

Willis  L.  King,  Vice-President  of  the  Jones  &  Laugh- 
lin Steel  Company  (Eecord,  Vol.  VI,  pp.  2122-3,  2134)  : 
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I  never  felt  there  was  much  danger  of  their  putting  the 
larger  and  stronger  competitors  out  of  business.  They 
could,  if  they  wished,  cripple  or  perhaps  stop  some  of  the 
companies  with  small  capital  who  are  without  their  own 
supplies  of  raw  material,  but  even  that  would,  I  think, 
be  only  temporary.  Jones  &  Laughlin,  likewise,  could 
probably  cripple  or  stop  a  small  competitor  in  the  same 
way. 

William,  H.  Donner,  President  of  the  Cambria  Steel 
Company :  I  do  not  think  there  is  any  one  of  the  larger 
companies,  such  as  Cambria  or  Lackawanna  or  Jones  & 
Laughlin  or  Eepublic,  that  could  not  compete  with  the 
Steel  Corporation  and  compete  successfully.  The  Steel 
Corporation  cannot  build  better  mills  than  its  compet- 
itors. The  principal  competitors  all  have  proportionately 
large  supplies  of  both  ore  and  coal,  and  they  all  manu- 
facture from  the  raw  material  through  to  the  finished 
product  (Eecord,  Vol.  VI,  pp.  2198-9).  It  would  be  im- 
possible for  the  Steel  Corporation  to  put  its  competitors 
out  of  business  without  committing  suicide.  It  could  not 
war  on  one  competitor  without  involving  all,  nor  could 
it  confine  the  warfare  to  a  single  product  or  to  a  single 
locality.  I  do  not  fear  the  competition  of  the  Steel  Cor- 
poration as  much  as  that  of  the  foreign  makers  (Record, 
Vol.  XXVIII,  pp.  12035-6). 

Charles  M.  Schwab,  President  of  the  Bethlehem  Steel 
Company  (Eecord,  Vol.  XI,  p.  4191)  :  The  Steel  Cor- 
poration could  not  put  me  out  of  business.  I  do  not  think 
that  it  could  destroy  any  of  its  leading  competitors,  for 
they  are  today  sufficiently  grounded  in  every  respect  to 
compete  with  the  Steel  Corporation.  I  believe  that  the 
Steel  Corporation  could,  if  it  wished,  destroy  a  small 
manufacturer  ill-equipped  and  badly  located,  but  I  believe 
that  one  of  the  larger  competing  companies  could  do  the 
same  thing  even  more  easily  than  could  the  Steel  Cor- 
poration. 

Percival  Roberts,  Jr.,  a  director  of  the  Steel  Corpora- 
tion, a  member  of  its  Finance  Committee,  and  a  steel 
maker  since  1876,  testified :  It  is  a  physical  impossibility 
for  the  Steel  Corporation  to  crush  its  competitors,  even 
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if  it  wished  to  do  so.  The  nature  of  the  steel  business  is 
such  that  should  a  trade  war  be  inaugurated  at  this  time, 
or  any  time  in  the  recent  past,  destruction  or  crippling 
would  occur  to  both,  the  larger  concern  suffering  in 
the  same  proportion  as  the  smaller.  It  is  an  absolute 
impossibility  for  the  Steel  Corporation  to  destroy  its 
well  equipped  rivals  (Eecord,  Vol.  XIII,  p.  4997).  The 
warfare  could  not  be  confined  to  one  competitor,  but  must 
necessarily  involve  all,  and  it  could  not  be  confined  to  a 
single  locality  or  to  a  single  product.  In  my  twenty- 
five  years'  experience  in  the  steel  business  I  never  knew 
a  reduction  of  price  in  one  territory  that  was  not  imme- 
diately followed  by  reductions  in  all  other  places.  There- 
fore, the  Steel  Corporation  cannot  attack  a  competitor 
without  suffering  to  an  equal  or  a  greater  extent  itself 
(Record,  Vol.  XXVIII,  pp.  11899-11903). 

Severn  P.  Ker,  now  President  of  the  Sharon  Steel 
Hoop  Company,  formerly  Vice-President  of  the  Republic 
Iron  &  Steel  Company  (Record,  Vol.  XXVII,  pp. 
11654-7)  :  In  my  judgment  the  Steel  Corporation  has  not 
the  power  to  put  its  substantial  competitors  out  of  busi- 
ness, so  long  as  the  competing  concerns  are  managed  with 
ordinary  ability  and  intelligence.  If  the  competitors  had 
a  limited  territory  for  the  marketing  of  their  products, 
the  situation  might  be  different,  but  that  is  not  the  fact, 
for  we  have  as  broad  a  market  as  the  Steel  Corporation, 
and  it  therefore  cannot  "pocket"  us.  We  think  we  are 
able  to  protect  ourselves  against  any  competitors.  We 
can  secure  our  share  of  the  going  business  as  easily  as 
the  Corporation  can  secure  its  share.  If  I  thought  the 
Corporation  could  put  our  company  out  of  business,  I 
would  not  have  gone  into  it.  It  would  be  impossible 
for  the  Steel  Corporation  to  limit  the  attack  to  one  local- 
ity, or  to  one  product,  or  to  one  competitor.  I  think  the 
result  of  an  attempt  on  the  part  of  the  Steel  Corpora- 
tion or  any  other  large  manufacturer  to  drive  its  com- 
petitors out  of  business  would  be  as  disastrous  to  them 
as  to  their  competitors.  It  would  be  a  test  of  endurance 
in  which  many  would  go  down  if  it  were  continued 
long  enough.     I  do  not  think  it  is  a  possible  condition. 
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John  A.  Topping,  Chairman  of  the  Republic  Iron  & 
Steel  Company,  a  steel  maker  of  thirty  years'  experience 
(Record,  Vol.  XXVIII,  p.  11999) .  The  Steel  Corporation 
has  not  the  power  to  put  its  principal  competitors  out 
of  business.  In  the  first  place,  its  principal  competitors 
are  well  equipped  and  properly  financed.  The  Steel  Cor- 
poration has  some  advantages  over  us,  but  at  the  same 
time  we  have  other  advantages  over  it.  In  the  second 
place,  the  Steel  Corporation's  loss  in  such  a  warfare 
would  be  proportionately  great,  for  every  competitor 
and  every  product,  in  every  locality,  would  necessarily 
be  involved.  I  have  never  known  a  steel  war  that  did 
not  become  general  and  extend  to  all  leading  products. 

Cameron  C.  Smith,  President  of  the  Union  Steel 
Casting  Company,  testified  that  he  did  not  consider  it 
dangerous  to  the  smaller  concerns  to  have  a  company 
as  big  as  the  United  States  Steel  Corporation  in  the 
field.  He  did  not  think  it  could  put  his  company  out 
of  business.  Any  competitor  that  has  good  management 
can  hold  its  own.  This  was  true  in  spite  of  the  fact  that 
the  corporation  owned  ore  and  railroads.  The  Steel  Cor- 
poration would  necessarily  have — or  any  large  concern 
having  those  railroads,  steamboats,  ore  bodies  and  coke 
ovens,  and  so  forth  would  necessarily  have  to  have  a  larger 
per  ton  profit  on  its  finished  product  carrying  it  clear 
from  the  ore  to  the  finished  product,  for  it  has  to  show 
earnings  on  increased  capital  to  possess  such  facilities. 
The  earnings  on  the  capital  invested  in  a  large  corpora- 
tion cannot  be  larger,  in  his  opinion,  than  in  a  small  cor- 
poration as  well  managed,  and  he  said  he  maintained 
that  they  could  not  be  nearly  so  high.  In  other  words, 
in  acquiring  these  additional  advantages  they  have  ac- 
quired disadvantages  in  increased  capital  charges,  and 
also  in  their  heavy  overhead  charges.  The  very  large 
corporations  have  to  have,  for  instance,  expensive  offices 
in  all  the  cities  of  the  country,  and  their  executive  offices 
and  sales  offices  are  separated  from  their  manufacturing 
plants.     A  medium  small  concern  has  the  executive  offi- 
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ces,  the  sales  offices  and  the  principal  officers  all  located 
at  the  plant,  usually,  where  they  are  in  daily  contact 
with  each  other,  and  in  daily  contact  with  the  men  in  the 
shop;  it  enables  them  to  give  their  customers  better 
service,  to  operate  the  shop  to  better  advantage  and  to 
get  more  efficient  service  from  the  workman.  He  said 
the  Steel  Corporation  is  not  a  menace  to  its  small  com- 
petitors having  good  management.  Any  competitor  is 
a  menace  to  a  concern  which  is  badly  managed  (E.,  XX, 
8067-71). 

Henry  P.  Bope,  First  Vice-President  and  General 
Manager  of  Sales  of  the  Carnegie  Steel  Company  since 
1901,  whose  reports  (Eecord,  Vol.  XXVII,  pp.  11485- 
95)  to  his  board  of  directors  during  the  year  1909  indi- 
cated that  the  Steel  Corporation  was  far  outstripping 
its  competitors  in  the  fierce  race  for  business  which 
was  then  under  way,  and  indicated  that  the  competing 
companies  were  closing  down  for  lack  of  orders,  testified 
(Kecord,  Vol.  XXVII,  pp.  11495-7)  :  We  neglected  no 
legitimate  means  to  get  business  at  that  time,  and  I 
think  the  other  Steel  Corporation  subsidiaries  were 
doing  the  same.  But  the  result  of  this  strenuous  cam- 
paign was  a  great  disappointment  to  us,  for  our  com- 
petitors had  been  just  as  active  as  we  were,  and,  as  it 
turned  out,  the  pace  had  evidently  not  been  too  swift 
for  them  after  all.  We  gained  four  per  cent,  over  our 
1908  percentage  in  the  country's  production  in  bars,  but 
we  barely  held  our  own  in  shapes,  and  we  lost  over 
three  per  cent,  in  plates  to  our  competitors.  Since  then 
I  have  felt  certain  that  the  Steel  Corporation  had  not 
the  power  to  put  its  competitors  out  of  business  (R, 
XXVII,  p.  11497). 

D.  Professor  Jenks'  Testimony. 

Professor  J.  W.  Jenks,  now  Professor  of  Govern- 
ment in  New  York  University,  formerly  Professor  of 
Economics  and  Politics  in  Cornell  University,  a  student 
of  the  "trust  problem"  since  1886,  author  of  several  vol- 
umes upon  that  subject,  expert  in  charge  of  the  "trust" 
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investigation  made  between  1898  and  1902  by  the  United 
States  Industrial  Commission  in  accordance  with  the 
Act  of  Congress  creating  that  Commission,  expert  se- 
lected by  the  War  Department  to  study  the  English  and 
Dutch  colonial  monetary  systems  and  to  recommend  a 
system  for  the  Philippines,  expert  adviser  on  monetary 
questions  to  the  Mexican  Government  in  1903,  selected 
by  the  President  of  the  United  States  as  a  member  of 
the  Commission  on  International  Exchange,  and  a  mem- 
ber of  the  United  States  Immigration  Commission,  ex- 
pert in  charge  of  the  investigations  made  by  the  Massa- 
chusetts Commission  on  the  Cost  of  Living,  was  called 
as  a  witness  on  this  subject  and  examined  at  length. 

In  1900,  Professor  Jenks  wrote  and  published  a  vol- 
ume entitled  "The  Trust  Problem,"  in  which  occur  fre- 
quent general  statements  indicating  that  in  any  business 
any  large  well  organized  manufacturing  concern,  with 
plants  in  different  localities,  has  the  power  to  crush  out 
small  competitors  (Record,  Vol.  XXVIII,  pp.  11853-6). 
In  1910  the  report  of  the  Massachusetts  Commission  on 
the  Cost  of  Living  was  published,  containing  a  report 
by  Professor  Jenks  on  the  influence  of  large  combinations 
of  capital  on  the  cost  of  living.  In  this  report,  the  rele- 
vant parts  of  which  are  printed  at  Defendants'  Exhibit, 
Vol.  IX,  pp.  711-727,  occur  various  statements  ascribing 
to  the  Steel  Corporation  great  power  over  the  steel  in- 
dustry, particularly  in  the  matter  of  maintaining  and 
steadying  prices. 

After  this  action  was  begun,  Professor  Jenks  was 
invited  by  counsel  for  the  Defendants  to  undertake  a 
study  of  the  steel  industry  and  of  the  Steel  Corporation, 
to  assist  in  the  preparation  of  certain  evidence,  and  also, 
if  desired,  to  take  the  stand  on  behalf  of  the  Steel  Cor- 
poration. He  accepted  on  three  conditions, — first,  that 
no  information  of  any  kind  should  be  withheld  from 
him;  second,  that  all  expert  and  clerical  assistance  that 
might  be  required  by  him  should  be  provided  by  the 
Corporation,  and,  third,  that  he  should  receive  no  com- 
pensation whatever   (Record,  Vol.  XXVIII,  pp.  11963- 
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4).  In  accordance  with  this  understanding,  the  record 
in  this  action  was  submitted  to  Professor  Jenks  as  rap- 
idly as  it  was  published,  and  for  a  year  and  a  half  be- 
fore testifying  he  made  a  special  study  of  the  steel  in- 
dustry in  general  and  the  Steel  Corporation  in  partic- 
ular (Record,  Vol.  XXVIII,  pp.  11965-6). 

On  this  matter  of  the  alleged  power  of  the  Steel  Cor- 
poration to  destroy  its  competitors,  Professor  Jenks  said, 
in  substance  (R.,  XXVIII,  11771-4)  :  Since  1886  I  have 
given  much  attention  to  this  matter  of  the  power  of  the 
large  combinations  to  put  their  competitors  out  of  busi- 
ness. I  have  considered  that  question  as  it  might  be  pre- 
sented in  the  steel  business,  among  others.  There  are 
reasons  why  the  same  condition  that  obtains  in  the  to- 
bacco trade,  for  instance,  or  in  the  grocery  or  milk  busi- 
nesses would  not  obtain  in  the  steel  business.  In 
the  steel  trade,  it  is  not  possible  to  eliminate  a  com- 
petitor by  a  special  local  competitive  attack,  such  as 
would  be  practicable  in  the  other  businesses  mentioned. 
But  because  of  the  width  and  generality  of  the  markets 
of  the  steel  mills,  and  becaiise  of  the  ease  with  which 
the  type  of  product  of  any  manufacturer  may  be  changed, 
such  an  attack  upon  any  well  equipped  competitor  in 
the  steel  trade  could  not  be  confined  to  such  competi- 
tor and  his  product  alone,  and  could  not  be  confined  to 
a  particular  locality,  but  must  necessarily  extend  to  all 
producers,  all  products  and  all  places.  For  these  rea- 
sons, in  my  judgment,  the  Steel  Corporation  has  not 
the  power  to  destroy  any  of  its  important  competitors, 
and  I  believe  that  if  it  tried  to  do  so,  the  attempt  would 
be  ruinous  to  the  Steel  Corporation  itself. 

Asked  whether  his  conclusions  as  to  the  power  of  the 
Steel  Corporation  to  maintain  prices  had  undergone  any 
modification  since  the  writing  of  the  Massachusetts  Cost 
of  Living  report  of  1910,  Professor  Jenks  replied  (R., 
XXVIII,  11966-8)  : 

"I  have  already  testified  that  while,  in  my 
judgment,  the  general  economic  principles  and 
economic  tendencies  are  substantially  fixed  and 
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certain,  the  premises  upon  which  a  judgment  of 
such  principles  is  reached  are  very  complex  and 
variable,  and  that  differences  of  judgment  with 
reference  to  those  principles  must  vary  with  these 
premises,  the  facts  underlying  the  judgment. 

"I  have  now  been  making  a  rather  special 
study  of  the  steel  industry  for  about  a  year  and 
a  half.  I  have  noted  a  number  of  changes,  so 
far  as  my  information  went,  between  the  condi- 
tions existing  now,  within  the  last  few  years, 
since  the  Steel  Corporation  was  organized,  and 
those  to  which  I  had  access  earlier. 

"In  the  first  place  I  learned,  when  the  figures 
for  which  I  have  asked  with  reference  to  the  out- 
put of  the  Steel  Corporation  were  placed  before 
me,  that  the  percentage  of  the  output  had  de- 
clined from  something  over  65  per  cent,  to  rather 
less  than  54  per  cent.,  although  these  figures  in- 
cluded also  the  output  of  steel  sent  abroad,  which, 
if  it  had  been  excluded,  would  of  course  have 
made  the  proportion  of  decline  for  the  domestic 
market  still  more  noticeable.  I  had  known  that, 
during  this  period,  the  Steel  Corporation  had 
purchased  the  Tennessee  Coal,  Iron  &  Eailroad 
Company;  that  it  had  invested  large  sums  of 
money  to  build  up  the  plant  at  Gary,  Indiana; 
that  it  had  built  up  a  new  plant  at  Lorain,  and, 
taking  these  facts  together,  I  had  supposed  that 
it  had  increased,  rather  than  lessened,  its  propor- 
tion of  the  entire  output.  I  had  known,  of  course, 
that  it  had  a  number  of  competitors,  strong  and 
growing  competitors,  but  with  these  facts  that 
I  had  given,  I  was  surprised  to  learn  that  its  pro- 
portion of  the  entire  output  had  lessened. 

"Again,  when  I  had  completed,  in  fact  even 
before  I  had  completed  this  study  of  prices,  and 
had  noted  that  the  prices  had  not  only  not  in- 
creased materially,  as  for  that  matter  had  been 
shown  in  1910 — I  am  speaking  of  the  general 
market  prices  as  taken  from  the  Iron  Age — but 
that  the  purchasing  power  of  those  products  had 
decreased  very  materially  indeed,  that  led  me 
again  to  the  conclusion  that  any  establishment 
that  had  control  of  the  market  would  not  have 
permitted  so  decided  a  loss  along  those  lines,  so 
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that  again  had  led  me  to  the  conclusion  that  it 
could  not  have  such  a  control  as  that. 

"Moreover,  I  had  learned  that  the  competition 
of  the  other  steel  companies  in  various  lines  of 
output  and  in  all  sections  of  the  country  had  been 
active  and  continuous,  and  that  not  merely  had 
they  been  able  to  keep  up  their  own  proportion 
of  the  sales,  but  that  in  practically  every  section 
of  the  country  taken  as  a  whole  they  had  increased 
their  proportion  of  the  sales,  and  that  had  been 
another   reason   for   changing   my   opinion;    and 
also,  this  same  series    of    testimony    had    shown 
definitely   and  positively  that  the  figures   given 
in  the  Iron  Age,  on  which  I  had  based  my  judg- 
ments, were  much  farther  removed  from  the  actual 
market  prices,  as  shown  by  real  sales,  than  I  had 
earlier  anticipated.     As  you  will  perhaps  recall, 
I  had  not  before  found  that  they  were  absolutely 
accurate  in  all  particulars,  but  I  had  no  idea  that 
they  had  varied  so  much  and  that  competition  was 
so  free  as  has  actually  been  shown.    It  had  seemed 
to  me,  as  an  economist's  judgment  must  be  based 
upon  the  facts  that  he  finds,  that  the  facts  were 
so  different  from  the  facts  that  had  appeared  in 
the  earlier  investigations  that  there  was  no  other 
conclusion  for  a  logical  thinker  to  reach  excepting 
a  conclusion  materially  different  from  that  which 
had  been  expressed  earlier." 

E.  Tending  to  show  that  the  Steel  Corporation  has  not 
the  power  to  control  prices. 

Willis  L.  King  on  cross-examination  testified  that  if 
any  large  steel  manufacturer  makes  a  lower  price  than 
the  prevailing  price  on  steel  products,  it  will  bring  the 
market  down ;  that  there  was  no  time  from  1904  on  when 
Jones  &  Laughlin,  by  making  a  lower  than  the  current 
price  for  any  of  their  steel  products  could  not  have 
broken  the  market,  and  that  the  same  is  true  of  the  Cam- 
bria Steel  Co.  and  of  every  other  fair-sized  concern  (R., 
VI,  2114). 

William  E.  Corey  testified  on  cross-examination  that 
it  would  have  been  impossible  for  the  Corporation's  com- 
petitors to  have  advanced  the  price  of  rails  so  long  as 
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the  Corporation  did  not  advance  its  price,  and  that  the 
same  thing  would  apply  if  the  Corporation  had  tried  to 
advance  the  price  and  the  Lackawanna,  Pennsylvania  and 
Cambria  had  insisted  upon  keeping  their  price  down; 
that  it  would  have  been  impossible  under  such  circum- 
stances for  the  Steel  Corporation  to  have  increased  its 
price;  that  it  is  absolutely  impossible  for  any  one  of  the 
large  manufacturers  of  rails  to  put  the  price  up  if  the 
others  stand  out  against  it  (R.,  VIII,  3130). 

Walter  Scranton  testified  that  the  Steel  Corporation 
could  not  have  raised  the  price  of  steel  rails  in  this 
country  at  the  time  of  its  formation  if  such  a  company 
as  the  Lackawanna  Co.  had  desired  to  fix  a  lower  price 
than  that  which  the  Corporation  fixed  (R.,  VIII,  3198). 

John  A.  Topping  testified  that  the  principal  product 
of  the  Republic  is  bars  and,  alluding  to  a  reduction  made 
by  the  Republic  in  the  price  of  bars  a  year  or  two  before 
he  testified,  said  that  it  naturally  and  necessarily 
brought  down  the  price  which  others  were  getting  for 
the  same  material  (R.,  II,  682).  On  being  later  recalled 
by  the  defendants,  he  said  that  he  put  the  price  of  bars 
down  pretty  low  at  the  time  mentioned  in  his  first  exami- 
nation, and  that  the  immediate  effect  of  such  reduction 
was  an  undermining  of  the  entire  market  for  everything 
in  the  steel  line  (11.,  XXVIII,  12001). 

Samuel  A.  Benner  testified  as  follows : 

"By  Mr.  Lindabury: 

"Q.  Can  any  concern,  however  large,  maintain 
a  price  above  that  at  which  its  competitors  are 
selling? 

"A.  No,  sir. 
"By  Mr.  Dickinson : 

""Q.  I  will  ask  if  the  Steel  Corporation  did  not, 
over  periods,  maintain  prices  above  those  that  some 
of  its  competitors  were  selling  at? 

"A.  Only  for  very  short  periods. 

"Q.  But  they  did" do  it  for  short  periods? 

"A.  And  during  that  time  they  surrendered 
the  business"  (R.,  VI,  2510). 
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Judge  Gary  testified  as  follows: 

"Any  manufacturer,  large  or  small,  if  he  manu- 
factures a  considerable  quantity,  can  keep  prices 
down;  he  can  not  keep  them  up  whether  he  is  big 
or  small,  but  he  can  keep  them  down.  At  times  we 
have  followed  the  market  down;  we  have  followed 
our  competitors  down  on  prices;  of  course  we 
could  not  maintain  them  very  long  or  to  full 
extent ;  our  competitors  were  away  below ;  we  had 
been  the  last  in  going  down  when  we  thought  they 
were  too  low,  and  we  have  been  the  last  in  going 
up  where  we  thought  the  prices  were  fair"  (E., 
XII,  4910). 

G.  M.  Schwab  testified  that  the  only  influence  of  the 
Steel  Corporation  over  prices  was  moral ;  that  it  was  not 
possible  for  them  to  see  that  a  definite  price  was  kept, 
even  if  they  had  desired  to  do  so  (E.,  XI,  4192) . 


History  of  Subsidiaries  of  the  Steel  Corporation. 
Garnegie  Steel  Company. 

The  record  contains  no  proof  of  the  history  of  this 
Company  before  the  year  1890.  It  appears,  however  (P. 
4;  A.  5;  G.  E.,  Ill,  975-7),  that  in  1890  Mr.  Andrew  Car- 
negie and  his  associates  had  bought  up  the  Duquesne 
Steel  Works,  which  had  begun  to  roll  rails  in  1889.  It 
does  not  appear  whether  the  purchase  was  made  before 
or  after  the  passage  of  the  Anti-Trust  Act.  In  1892  a 
number  of  the  important  Carnegie  concerns,  viz. : 

Carnegie  Bros.  &  Co.,  Ltd., 
Carnegie,  Phipps  &  Co.,  Ltd., 
Keystone  Bridge  Company, 
Allegheny  Bessemer  Steel  Co., 
Hartman  Steel  Co.,  Ltd., 

were  consolidated  into  a  single  partnership  association, 
called  the  Carnegie  Steel  Company,  Limited  (G.  E.,  Ill, 
975-7).  This  company  continued  to  be  the  principal 
operating  company  of  the   Carnegie  enterprises   until 
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1900.  It  owned  30  per  cent,  of  the  stock  of  the  H.  C. 
Frick  Coke  Company,  and,  jointly  with  Mr.  Frick,  con- 
trolled that  Company  (G.  E.,  Ill,  1002)  ;  and  it  at  first 
owned  one-half  of  the  stock  of  the  Oliver  Mining  Com- 
pany (G.  E.,  Ill,  992-3),  and  after  January,  1897,  five- 
sixths  of  it  (G.  E.,  Ill,  1072). 

Mr.  Carnegie,  who  throughout  this  Company's  his- 
tory continued  to  own  a  majority  of  its  stock,  had 
moved  his  residence  from  Pittsburgh  to  New  York 
about  the  year  1880  (Eeed,  E.,  XIV,  5657),  and  there- 
after spoke  of  himself  as  having  "quit  business"  (G.  E., 
Ill,  980),  but  until  1901  he  continued  to  receive  frequent 
reports  and  visits  from  his  active  partners,  and  to  advise 
and  direct  them  in  all  departments  of  the  business  (Eeed, 
E.,  XIV,  5656-7;  G.  E.,  Ill,  978-1332;  G.  E.,  VI,  1879- 
1918). 

In  1899,  Messrs.  Frick  and  Phipps,  with  Judge  Moore, 
obtained  from  Mr.  Carnegie  and  his  partners  an  option 
for  the  purchase  of  the  Carnegie  Steel  Company,  Ltd., 
and  the  H.  C.  Frick  Coke  Company,  for  the  aggregate 
price  of  |320,000,000.  Mr.  Carnegie,  whose  share  in  this 
proposed  purchase  price  would  have  been  |157,950,000., 
obtained  $1,170,000.  as  the  consideration  for  the  option 
on  his  stock  in  the  two  companies.  This  option  was 
not  exercised  (G.  E.,  Ill,  1337-8). 

Early  in  the  year  1900,  as  a  result  of  serious  dis- 
sensions between  Mr.  Frick  and  Mr.  Carnegie  (Eeed, 
E.,  XIV,  5655-6),  an  attempt  was  made  by  Mr.  Car- 
negie and  a  number  of  his  junior  partners  to  compel 
Mr.  Frick  to  sell  to  them  his  interest  in  the  Carnegie 
Steel  Company,  Ltd.,  in  accordance  with  the  terms  of  a 
contract  known  as  the  "Iron-Clad  Agreement,"  whereby 
it  had  been  sought  to  give  the  majority  in  interest  of 
the  partners  unusually  wide  control  over  the  interests 
of  any  of  the  partners  who  might  die,  retire  or  be  ex- 
pelled. This  attempt  was  resisted  by  Mr.  Frick,  who 
sought  an  injunction  against  the  enforcement  of  the 
"Iron-Clad  Agreement,"  claiming  that  his  interest  in  the 
Carnegie  Steel  Company,  Ltd.,  was  worth  much  more 
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than  he  would  receive  if  that  agreement  were  to  control 
the  purchase  of  his  interest.  An  answer  was  filed  by  Mr. 
Carnegie  and  several  of  the  partners  who  were  aligned 
with  him  (G.  E.,  Ill,  1334-1340),  but  before  this  suit 
came  to  trial  a  settlement  was  agreed  upon.  Under  the 
terms  of  this  settlement,  a  new  corporation,  called  the 
Carnegie  Company,  was  organized  in  New  Jersey  in 
March,  1900,  with  a  capital  of  |160,000,000.  in  stock 
and  |160,000,000.  in  bonds,  which  acquired  all  of  the 
stock  of  the  Carnegie  Steel  Company,  Ltd.,  the  H.  C. 
Frick  Coke  Company,  the  Carnegie  Natural  Gas  Com- 
pany, the  Union  Railroad  Company  and  certain  terminal 
railroad  companies,  a  majority  of  the  stock  of  the  Pitts- 
burgh, Bessemer  &  Lake  Erie  Eailroad  Company,  the 
Oliver  Iron  Mining  Company,  the  Pewabic  Company  and 
other  affiliated  Carnegie  enterprises  (G.  E.,  Ill,  1342- 
1361).  A  subsidiary  company,  called  the  Carnegie  Steel 
Company,  wholly  owned  by  the  Carnegie  Company,  took 
title  to  the  steel  works  and  operated  them  from  this  time. 

The  testimony  relating  to  the  participation  by  the 
Carnegie  Companies  in  the  various  pools  in  steel  products 
has  been  collated  in  the  Chapter  on  Pools  and  Combi- 
nations, page  260  hereof.  The  arrangement  which  they 
made  with  the  Rockefeller  interests,  in  regard  to  ore 
supplies  on  the  Mesaba  range,  is  shown  in  connection 
with  the  Lake  Superior  Consolidated  Iron  Mines,  page 
526  hereof.  The  arrangements  made  by  the  Carnegie  in- 
terests for  rebates  from  railroads  are  shown  in  the  Chap- 
ter on  the  Policy  Pursued  by  the  Steel  Corporation  in 
Carrying  on  its  Business,  pages  216  to  218  hereof. 

In  January,  1900,  the  Carnegie  interests  believed  that 
they  had  in  all  186,000,000  tons  of  ore  in  the  Lake 
Superior  region,  and  they  estimated  that  they  had  27 
per  cent,  of  the  ore  on  the  Mesaba  range  and  40  per  cent, 
on  the  "Old  Ranges"  (G.  E.,  Ill,  1316-9).  The  incorrect- 
ness of  these  estimates  is  shown  in  the  Chapter  on  Iron 
Ore,  pages  464-74  hereof. 

The  chief  products  of  the  Carnegie  Steel  Company 
in  1900  were  rails,  structural  shapes,  plates,  merchant 
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bars,  axles,  billets  and  sheet-bars  (G.  E.,  VI,  1909-10). 
Its  steel  production  in  that  year  was  approximately  18 
per  cent,  of  the  country's  total  (P.,  4;  A.,  4).  The  testi- 
mony as  to  its  intentions  respecting  the  further  diversifi- 
cation of  its  products  is  set  out  in  connection  with  the  cir- 
cumstances leading  to  the  organization  of  the  Steel  Cor- 
poration, pages  53  to  62  hereof.  Until  April,  1900,  the 
Carnegie  Steel  Company,  Ltd.,  in  a  relatively  small  way, 
engaged  in  the  fabrication  of  structural  steel,  at  its 
Keystone  Bridge  Works,  but  this  works  was  sold  in 
April,  1900,  to  the  newly-formed  American  Bridge  Com- 
pany, and  thereafter  the  Carnegie  Company  ceased  to 
participate  in  this  branch  of  the  industry  (G.  E.,  II, 
435-9.) 

Lake  Superior  Consolidated  Iron  Mines. 

This  Company  was  organized  under  the  laws  of  New 
Jersey,  in  1893,  to  acquire  and  operate  iron  ore  mines, 
chiefly  in  Minnesota  (P.,  25;  A.,  21).  It  acquired  a  large 
number  of  mines  on  the  Mesaba  range,  between  1893  and 
1900  (G.  E.,  II,  654-695;  G.  E.,  Ill,  1832-1865),  when 
such  ores  were  cheap  and  of  doubtful  and  limited  utility 
(A.,  21;  Testimony,  Gary,  B.,  XII,  4813). 

In  1901  the  capital  stock  of  this  Company  was 
129,424,594  (P.,  25;  A.,  22).  Its  principal  stockholder 
was  John  D.  Eockefeller  (P.,  18;  A.,  17). 

Its  ore  holdings  were,  on  January  2,  1900,  estimated 
by  James  Gayley  to  be  144,150,000  tons,  of  which  all  but 
150,000  tons  was  on  the  Mesaba  range  (G.  E.,  Ill,  1317). 
On  February  28,  1901,  Nelson  P.  Hulst  and  Joseph  Sell- 
wood,  ore  experts,  estimated  its  ore  holdings  at  79,500,000 
tons  (G.  E.,  X,  2411).  But  explorations  since  1901 
having  disclosed  much  additional  ore,  the  Steel  Corpora- 
tion estimated  in  April,  1909,  that  the  Lake  Superior 
Consolidated  Iron  Mines  had  had  487,208,034  tons  on 
April  1,1901  (B.,  VII,  2819). 

In  September,  1893,  this  Company  bought  all  of  the 
stock  of  the  Duluth,  Missabe  &  Northern  Bailway  Com- 
pany (G.  E.,  II,  663),  owning  a  railroad  71  miles  long, 
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which  had  been  built  in  1892  and  1893  by  the  first  owners 
of  the  Iron  Mines,  in  order  to  afford  an  outlet  for  their 
ores  (Testimony,  Kempton,  R,  XXVIII,  11822,  11831; 
"Nelson,  R,  VIII,  3249). 

In  December,  1896,  this  Company  leased  its  "Moun- 
tain Iron"  mine  to  the  Oliver  Iron  Mining  Company, 
then  controlled  by  the  Carnegie  Steel  Company,  Ltd. 
(G  E.,  II,  703),  and  in  connection  with  that  transac- 
tion an  understanding  was  arrived  at  between  the  Iron 
Mines  and  the  Oliver-Carnegie  interests  that  the  latter 
should  thereafter  acquire  no  Mesaba  ores  except  through 
the  medium  of  the  Iron  Mines  (Testimony,  Gayley,  E., 
IX,  3415-9,  3427;  G.  E.,  Ill,  1275-83).  In  1899  the 
Oliver-Carnegie  interests  were  charged  with  having  ac- 
quired certain  leases  in  violation  of  this  agreement  (G. 
E.,  Ill,  1275-83,  1323-4),  and  as  a  result  formal  contracts 
were  made  in  July,  1900,  whereby  the  Oliver  acquisitions 
were  turned  over  to  the  Iron  Mines,  which,  in  turn, 
leased  large  tonnages  of  new  ore  to  the  Oliver  Company 
under  contracts  requiring  all  shipments  thereof  to  be 
made  via  the  D.  M.  &  N.  Ry.  (G.  E.,  VI,  1832-1865) .  The 
Carnegie  Steel  Company,  at  this  time,  formally  agreed 
to  acquire  no  ore  on  the  Mesaba  range  within  the  period 
of  six  years  (G.  E.,  VI,  1861). 

National  Tube  Company. 

The  National  Tube  Company  was  organized  in  Feb- 
ruary, 1899,  with  a  capital  stock  of  $80,000,000.00,  by 
William  Nelson  Cromwell  and  E.  C.  Converse,  with  the 
financial  support  of  a  syndicate  managed  by  J.  P.  Morgan 
&  Co.  (G.  E.,  IX,  2371-81,  2386-92).  The  petition  alleges 
and  the  answer  admits  that  it  acquired  fifteen  previously 
existing  concerns  engaged  in  the  manufacture  and  sale  of 
pipe,  which  were  in  competition  to  some  extent.  The 
extent  of  this  competition  is  in  dispute,  as  is  also  the 
percentage  of  the  wrought  tubing  manufactured  by  the 
plants  acquired.  The  petition  alleges  this  was  90  per 
cent,  of  the  production  of  the  United  States;  the  answer 
says  it  was  not  more  than  72  per  cent.     The  petition 
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alleges  that  the  purpose  and  effect  of  these  acquisitions 
by  the  National  Tube  Company  was  a  combination  in  re- 
straint of  trade,  a  monopoly  or  an  attempt  to  monopolize. 
The  answer  denies  this  and  alleges  that  the  formation  of 
the  National  Tube  Company  was  occasioned  by  changes 
in  materials  and  methods  used  in  making  pipe  which  had 
lately  revolutionized  the  industry  and  brought  the  pipe 
makers  to  a  point  where  they  must  either  rebuild  their 
plants  and  enormously  increase  their  capital,  or  retire 
from  the  business.  The  answer  further  alleges  that  active 
competition  in  tubular  products  has  existed  ever  since 
the  Tube  Company  was  formed,  and  that  the  proportion 
of  tubular  products  made  and  sold  by  it  has  decreased 
from  72  per  cent,  in  1899  to  38  per  cent,  in  1910  (P.,  8-9; 
A,  7). 

The  Government  introduced  a  copy  of  the  application 
for  listing  the  stock  of  the  Tube  Company  on  the  New 
York  Stock  Exchange  made  in  1900,  stating  that  the 
capacity  of  the  companies  acquired  was  fully  90  per  cent, 
of  the  capacity  of  the  United  States  (G.  E.,  V,  Pt.  2, 1785) . 

The  Government  introduced  also  minutes  of  a  direc- 
tors' meeting  of  the  Tube  Co.,  June  27, 1899,  where  Messrs 
Converse  and  Cromwell  stated  that  the  concerns  proposed 
to  be  acquired  represented  over  85  per  cent,  of  the  pipe 
and  tube  capacity  of  the  country  (G.  E.,  II,  381). 

Julian  Kennedy,  for  twenty  years  a  consulting  en- 
gineer of  Pittsburgh,  a  witness  for  the  Government,  said 
he  was  employed  by  J.  P.  Morgan  &  Co.,  just  before  the 
formation  of  the  National  Tube  Company,  to  make  an  in- 
spection and  appraisal  of  twenty  tube  works,  fourteen  of 
which  were  among  the  fifteen  concerns  acquired  by  the 
National  Tube  Company  and  six  not  acquired  by  it  (Ken- 
nedy, R,  V,  1867-72).  Kennedy's  report  (G.  E.,  IV,  1363) 
contained  no  estimate  of  the  capacities  of  these  works. 
When  asked  what  percentage  of  the  capacity  of  the 
country  was  represented  by  the  concerns  which  were 
acquired  by  the  National  Tube  Company,  he  said:  "It 
would  be  only  an  estimate ;  I  should  guess  it  to  be  about 
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85  per  cent.  (B.,V,  1872)     *     *     *."     "I  do.  not  give  that 
as  anything  accurate"  (E.,  V,  1891). 

On  this  issue  W.  J.  Filbert,  Comptroller,  and  chief 
accounting  officer  of  the  United  States  Steel  Corporation, 
a  witness  for  the  defendants,  produced  a  table  (D.  E., 
Ill,  320),  giving  a  list  of  all  the  pipe  manufacturers  in 
the  United  States  in  1899,  1901  and  1912,  with  the  esti- 
mated capacity  of  each.  Mr.  Filbert  testified  that  he  had 
prepared  this  statement  personally  from  data  furnished 
by  the  National  Tube  Company  in  the  regular  course  of 
business.  He  said  this  data  was  prepared  by  the  National 
Tube  Company  from  records  in  its  archives  and  the  per- 
sonal knowledge  of  its  officers  (Filbert,  E.,  XIV,  5627- 
30).  The  table  shows  that  the  National  Tube  Company 
had  72.4  per  cent,  of  the  capacity  of  the  country  when  it 
was  organized  in  1899,  57.2  per  cent,  when  the  United 
States  Steel  Corporation  was  organized  in  1901,  and  36.6 
per  cent,  in  1911.  Further  evidence  to  sustain  these 
figures  is  cited  in  the  chapter  on  "The  Allegation  that 
the  Steel  Corporation  has  Obtained  a  Monopoly",  at  pages 
416  to  419  hereof. 

As  to  the  extent  of  competition  before  the  formation 
of  the  National  Tube  Company  between  the  concerns 
afterward  acquired  by  it,  Kennedy  testified  that  preced- 
ing the  formation  of  the  National  Tube  Company  "there 
was  strong  competition''  between  the  makers  of  tubes  in 
this  country.  He  gave  no  testimony  as  to  the  particular 
concerns  engaged  in  such  competition  or  whether  it  was 
general  or  specialized  (Kennedy,  E.,  V,  1867). 

George  W.  Taylor,  a  jobber  in  pipe,  called  by  the 
Government,  testified  as  to  the  character  and  extent  of 
the  competition  from  many  of  the  concerns  which  were 
acquired  by  the  National  Tube  Company.  Three  of  them 
sold  only  special  oil  country  goods  and  did  very  little 
business  on  the  general  market;  two  competed  only  in 
the  eastern  markets ;  one  sold  practically  all  its  products 
to  the  Standard  Oil  and  Crane  Companies  and  put  very 
little  on  the  general  market;  another  sold  only  to  the 
Standard  Oil  Company  and  in  the  locality  tributary  to  its 

Digitized  by  Microsoft® 


520 


plant;  one  marketed  its  products  west  of  the  Mississippi, 
and  one  in  the  territory  adjacent  to  Pittsburgh ;  another 
competed  almost  entirely  in  boiler  tubes  (Taylor,  R.,  Ill, 
1201-6).  Taylor  said  that  when  the  National  Tube  Com- 
pany was  organized  there  were  seven  pipe  making  con- 
cerns which  were  not  acquired  by  the  Tube  Company  and 
remained  in  competition  with  it.  Two  of  these  were 
large  manufacturers;  one  of  the  seven  made  only  boiler 
tubes  at  that  time. 

Henry  Chalfant,  of  Spang,  Chalfant  &  Company, 
large  manufacturers  of  tubes,  a  witness  called  by  the  Gov- 
ernment, said  that  eleven  of  the  concerns  acquired  by  the 
National  Tube  Company  were  competitors  of  Spang, 
Chalfant  &  Company  and  of  each  other.  One  of  these 
made  only  boiler  tubes  (Chalfant,  R.,  VI,  2470-4). 

James  A.  Farrell,  President  of  the  United  States  Steel 
Corporation,  called  as  a  witness  by  the  defendants,  testi- 
fied that  when  the  United  States  Steel  Corporation  was 
formed  there  were  ten  manufacturers  of  tubular  goods  in 
competition  with  the  National  Tube  Company,  and  that 
a  number  of  these  were  large  concerns  (Farrell,  R.,  XII, 
4578). 

Edward  Worcester,  Vice-President  of  the  National 
Tube  Company,  and  nearly  forty  years  in  the  business  of 
tube  manufacture,  called  as  a  witness  for  the  defendants, 
testified  that  the  circumstances  which  led  up  to  and  re- 
sulted in  the  formation  of  the  National  Tube  Company 
and  the  inducing  causes  thereof  were  as  follows : 

"The  panic  of  1893,  together  with  the  competi- 
tion that  iron  was  receiving  in  the  pipe  industry 
from  steel,  produced  finally  a  perfectly  de- 
moralized condition  of  the  pipe  business,  both  as 
to  price  and  quality.  Profits  had  long  since  gone 
in  1898,  when  these  negotiations  for  the  organiza- 
tion of  the  National  Tube  Company  commenced. 
My  recollection  is  that  our  Company,  National 
Tube  Works  Company,  was  at  that  time  losing  at 
the  rate  of  about  a  thousand  dollars  a  day." 

The  American  Tube  and  Iron  Company,  the  next  largest 
concern,  was  in  the  hands  of  receivers.    The  Continental 
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and  Elba  properties  of  the  Oil  Well  Supply  Company  had 
been  in  the  hands  of  receivers  and  were  working  on  an 
extension  (R.,  XXVII,  11341) .  No  profit  was  being  made 
except  by  the  Riverside  Iron  Works,  who  were  producing 
steel  (R.,  XXVII,  11389).  "They  are  the  only  ones  that 
were  exclusive  steel  people"  (R.,  XXVII,  11340) .  "They 
had  so  much  lower  cost  and  were  not  handicapped  by  the 
sale  of  iron  at  all ;  they  confined  their  efforts  to  steel  spe- 
cifically." Worcester  said  that  the  cost  of  manufacturing 
steel  pipe  was  very  much  cheaper  than  the  cost  of  manu- 
facturing iron  pipe  (R.,  XXVII,  11344). 

Steel  was  intended  to  be  the  leading  production  of  the 
National  Tube  Company  (R.,  XXVII,  11343). 

"The  iron  pipe  manufacturers  found  the  sale  of  their 
product  less  and  less  profitable  and  steel  came  in  and 
forced  iron  out;  the  price  naturally  fell,  and  steel  was 
always  pressing  the  price  about  two  and  a  half  to  five 
per  cent,,  which  produced  a  condition  of  no  profit  in  iron 
at  that  time  but  some  profit  left  in  steel."  It  was  imprac- 
ticable to  convert  plants  making  iron  pipe  into  steel 
making  plants  without  great  cost  (R.,  XXVII,  11344). 
"There  was  no  profit  in  the  business,  and  there  had  not 
been  for  so  long  a  time  that  the  owners  of  the  plants  had 
no  money  to  put  up  themselves,  and  neither  could  they 
raise  money  for  such  vast  changes  as  were  necessary  to 
make  the  plants  modern"  (R.,  XXVII,  11345). 

The  witness  said  that  as  regards  price  and  quality 
there  was  absolute  demoralization  in  1898 ;  there  was  no 
profit  and  the  average  price  for  the  year  was  around 
$30.00  a  ton ;  that  in  1899  there  came  the  greatest  increase 
in  demand  he  had  known  since  1879;  that  the  price  of 
tubes  rose  to  $67.00  a  ton  in  1899  and  reached  the  highest 
average  on  record  in  March,  1900,  of  $89.00  a  ton;  that 
this  increased  demand  included  all  iron  and  steel  goods 
and  extended  to  all  business,  which  boomed  during  that 
period  (R.,  XXVII,  11390,  11426). 

Percival  Roberts,  Jr.,  thirty-eight  years  in  the  steel 
business,  a  Director  and  a  member  of  the  Finance  Com- 
mittee of  the  United  States  Steel  Corporation,  formerly 
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President  of  the  American  Bridge  Company  and  pre- 
viously thereto  of  the  Pencoyd  Iron  Works,  called  as  a 
witness  by  the  Government,  testified  to  the  revolution  in 
the  iron  and  steel  industry  produced  by  the  change  from 
wrought  iron  to  steel.  "The  substitution  of  wrought  iron 
by  steel  had  induced  an  entirely  new  set  of  conditions 
whereby  old  plants  which  had  been  established  for  the 
manufacture  of  wrought  iron  became  practically  obso- 
lete, and  it  was  a  question  of  either  developing  these  old 
plants  along  the  lines  of  the  manufacture  of  steel  or 
putting  them  out  of  existence.  The  size  of  the  units  for 
the  manufacture  of  wrought  iron  was  small,  and  it  was 
manifestly  impossible  that  each  of  the  individual  units 
could  be  developed  into  a  steel-making  plant.  As  a  result, 
a  number  or  group  of  each  of  these  individual  old  iron- 
making  units  found  by  combining  together  they  them- 
selves could  then  establish  a  steel-making  plant  which 
would  serve  the  entire  group,  and  it  was  from  this  change 
in  metallurgical  process  that  the  original  formations 
which  subsequently  formed  the  subsidiary  companies  of 
the  Steel  Corporation  took  place.  Individually  they  were 
not  large  enough  to  operate  in  steel,  but  combined  they 
could  do  so.  That  led  from  this  small  beginning,  and  we 
find  the  integration  of  process  which  took  place.  In  the 
day  of  wrought  iron,  one  man  had  the  ore,  another  man 
the  blast  furnace,  another  man  produced  puddled  iron. 
There  was  no  continuity  of  process  whatever ;  nor  did  the 
nature  of  the  art  at  that  time  require  any  such;  but  as 
soon  as  the  process  of  steel  making  was  developed  it  be- 
came one  continuous  operation,  so  that  from  the  time  the 
ore  was  charged  in  the  furnace  until  the  finished  product 
was  produced,  the  temperature  of  the  metal  was  never 
reduced  to  the  cooling  point.  In  other  words,  the  success 
of  the  process  depended  upon  this  continuity  and  opera- 
tion with  liquid  metal,  so  that  all  these  processes  had 
combined  into  a  whole,  and  very  much  larger  units  were 
necessary  than  had  been  used  in  the  past.  I  do  not  be- 
lieve that  any  of  those  consolidations  would  have  ever 
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taken  place,  had  it  not  been  for  the  advanced  state  of  the 
iron  and  steel  metallurgical  art"  (E.,  II,  878-9). 

The  Government  introduced  minutes  of  a  directors' 
meeting  February  20,  1900,  at  which  the  Treasurer  of  the 
Tube  Co.  reported  the  net  earnings  for  the  first  six 
months  as  $7,909,060.00,  not  including  net  profits  of  the 
Western  Tube  Co.  estimated  at  f  175,000.00   (G.  E.,  II, 

400). 

The  Government  introduced  minutes  of  directors' 
meetings  of  the  National  Tube  Co.  as  follows: 

October  16,  1900. 

"The  President  reported  *  *  *  That  the 
Board  has  authorized  the  Officers  to  continue  their 
development  of  the  Seamless  Tube  business  at  the 
Christy  Park  Plant  of  this  Company;  that  the 
Officers  have  given  very  close  study  to  the  state  of 
the  art  covered  by  the  piercing  and  rolling  processes 
which  form  the  basis  of  the  Manufacture  of  Seam- 
less tubes ;  that  at  present  the  great  bulk  of  Seam- 
less Tubes  are  made  by  the  Shelby  Tube  Co. ;  that 
the  other  chief  competitor  of  this  Company  is  the 
Standard  Seamless  Tube  Company;  that  the  ex- 
ploiting of  Seamless  tubes  in  competition  with  our 
lap-welded  products  at  a  parity  of  prices  and  the 
universal  adoption  of  this  style  of  tubes  for  mod- 
ern purposes  has  convinced  the  Officers  of  the  ad- 
visability of  still  greater  activity  on  our  part  to 
place  ourselves  in  a  position  to  meet  the  growing 
demands  of  Seamless  tubes  for  marine,  locomotive 
and  merchant  purposes,  as  well  as  to  enable  us  to 
use  Seamless  tube  products  as  a  defensive  method 
in  protection  of  our  lapped  welded  products;  that 
the  development  and  completion  of  our  present 
Christy  Park  Plant  will  probably  involve  an  out- 
lay of  $250,000.  and  will  consume  two  years'  time 
to  bring  it  to  a  profitable  capacity ;  that  the  Execu- 
tive Officers  deem  it  advisable  for  this  Company 
to  keep  in  the  fore  front  of  progress  and  to  com- 
mand this  branch  of  business  at  the  earliest  state 
of  its  development,  and  governed  by  these  consid- 
erations the  Executive  Officers  have  tentatively 
negotiated  for  the  acquisition  of  the  Standard 
Seamless    Tube   Company   with   its   patents   and 
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plant,  and  with  the  services  of  the  two  gentlemen 
whose  inventions  and  commercial  ability  are  the 
present  basis  of  its  establishment,  if  such  pur- 
chase can  be  made  upon  satisfactory  terms  and 
after  investigation;  that  this  subject  requires  im- 
mediate authorization  by  the  Board  if  the  Board 
deem  it  preferable  to  acquire  the  Standard  Plant 
than  simply  to  increase  its  Christy  Park  Plant 
during  the  period  of  two  years;  that  the  time 
saved  in  the  acquisition  of  the  Standard  Plant,  as 
well  as  the  advantages  of  a  modern  and  well 
equipped  plant  to  be  immediately  employed  are 
very  great. 

Upon  motion,  the  subject  of  the  prosecution  of 
the  Seamless  Tube  business  at  the  Christy  Park 
Plant  or  as  an  alternative,  the  acquisition  of  the 
Standard  Seamless  Tube  Company,  referred  to  in 
the  report  of  the  President,  was  taken  up  for  con- 
sideration. After  discussion  it  was  duly  and  unan- 
imously 

Resolved  that  Messrs.  F.  J.  Hearne,  W.  H.  Lat- 
shaw  and  William  Nelson  Cromwell,  together  with 
the  President  ex-offtcio  be  and  they  are  hereby  con- 
stituted a  committee  of  this  Board  to  consider  the 
Seamless  Tube  branch  of  this  Company's  business 
and  with  full  power  to  investigate,  negotiate  and 
conclude  the  acquisition  and  purchase  of  the  capi- 
tal stock  (or  at  least  the  majority  thereof)  of  the 
Standard  Seamless  Tube  Company  at  such  a  price 
and  upon  such  terms  and  conditions  as  they  may 
deem  advisable  if  in  the  judgment  of  such  Com- 
mittee such  acquisition  be  for  the  best  interest  of 
this  Company." 

November  20,  1900. 

"In  reply  to  inquiries  of  Director  Eaton,  Presi- 
dent Converse  made  a  very  full  and  exhaustive 
report  giving  the  history  of  this  branch  of  the 
business  (Seamless  Tubes)  and  the  experience  of 
this  and  former  companies  down  to  the  present; 
stating  in  conclusion  that  it  was  expected  very 
shortly  to  make  a  full  line  of  Seamless  goods  from 
the  smallest  lead-pencil  size  to  the  largest,  with 
the  best  machinery  in  the  world  to-day;  that  it 
was  expected  to  have  a  capacity  on  a  total  invest- 
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ment  of  about  $1,000,000,  equal  to  the  Shelby  Steel 
Tube  Company's  entire  capitalization  of  $15,000,- 
000." 

December  18,  1900. 

"President  Converse  stated  *  *  *  that 
the  Standard  plant  would  turn  out  small  seamless 
tubes  and  the  Christy  Park  large  tubes.  That  it 
would  enable  the  Company  not  only  to  protect  its 
own  lines,  but  to  enter  into  new  fields;  that  the 
Company  expected  to  look  up  the  question  of 
axles,  hollow  axles  and  brake  beams,  and  hollow 
forgings." 

January  15,  1901. 

"President  Converse  further  reported  *  *  * 
a  majority  (ninety  per  cent.)  of  the  capital  stock 
of  the  Standard  Seamless  Tube  Company  had 
been  acquired,  upon  the  price,  terms  and  condi- 
tions agreed  upon  by  the  contract,  thus  putting 
into  force  the  five-year  contracts  with  Messrs. 
Steifel  and  Nicholson,  Inventors  and  Managers, 
and  enabling  the  Company  to  enter  the  Seamless 
Tube  business  from  a  part  of  which  it  has  been 
previously  debarred,  owing  to  the  excessive  cost 
of  the  small  seamless  products  turned  out  by  the 
Christy  Park  Plant;  that  this  acquisition  was  a 
source  of  much  gratification  because  it  protected 
and  enlarged  the  trade  of  the  Company,  and  would 
keep  it  in  the  foreground  of  all  possible  improve- 
ments." 

March  19,  1901. 

"President  Converse  made  a  written  report 
*  *  *  that  the  Directors  of  the  Standard 
Seamless  Tube  Company  had  authorized  the  ex- 
penditure of  $200,000.  in  the  line  of  new  ma- 
chinery, to  increase  output  and  reduce  cost  of 
those  special  products"  (G.  E.,  II,  405-11). 

The  subsequent  experience  of  the  National  Tube  Co. 
in  its  endeavor  to  develop  a  successful  business  in  seam- 
less tubes  is  epitomized  at  pages  84-94  hereof  under  the 
heading  "Purchase  of  Shelby  Steel  Tube  Company." 
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Americcm  Ti/n  Plate  Company. 

(a)  Conditions  Preceding  Organisation. 

No  tin  plate  was  manufactured  in  the  United  States 
until  after  the  enactment  of  the  protective  tariff  bill 
of  1891.  Until  then,  all  of  the  tin  plate  used  in  the 
United  States  had  been  imported  from  Wales.1  Between 
1891  and  December,  1898,  however,  approximately  forty- 
five  tin  mill  plants  were  established,  as  well  as  a  number 
of  smaller  concerns  known  as  "dippers,"  who  merely 
coated  with  tin  the  black  plate  which  they  bought  from 
the  rolling  mills  that  produced  it. 

An  association  of  the  tin  plate  manufacturers  had 
been  in  existence  during  most  of  this  time,  by  means 
of  which  attempts  had  been  made  to  hold  up  the  prices 
of  tin  plate,  but  with  little  success,  and  a  pool  had  been 
formed  by  twenty  of  these  companies  in  1896,  but  had 
not  lasted  very  long.2  By  1898  the  industry  was  very 
much  demoralized,  very  few  of  the  mills  were  then  being 
operated  profitably,  and  some  of  them  were  in  distress.3 
At  this  juncture,  some  of  the  tin  plate  manufacturers 
who  felt  that  bankruptcy  was  imminent  applied  to  Judge 
W.  H.  Moore,  who  had  just  completed  the  organization 
of  the  National  Biscuit  Company,  to  attempt  to  organize 
a  consolidation  of  the  various  tin  plate  makers.4  Under 
Judge  Moore's  management,  a  syndicate  was  organized  to 
underwrite  the  purchase  of  the  plants,  and  options  were 
taken  thereon  at  prices  to  be  paid  in  cash,5  the  negotia- 
tions therefor  consuming  about  six  months.6 

(b)  Incorporation. 

The  American  Tin  Plate  Company  was  incorporated 
in  New  Jersey  in  December,  1898,  and  had  a  capital 


1J).  G.  Eeid,  E.,  I,  456;  Stevenson,  R,  III,  1058;  Crawford,  R.,  V, 

1769. 
2G.  E.,  I,  284;  Bray,  III,  1306-12. 
3D.  G.  Eeid,  R,  I,  459-460;  Stevenson,  R,  III,  1063;  Griffiths, 

R,  V,  1748-9. 
*Eeid,  E.,  I,  421-3;  Stevenson,  R,  III,  1062-3. 
5Eeid,  R,  I,  427-432,  490;  Stevenson,  E.,  Ill,  1027-1034,  1073-4. 
eEeid,  R,  I,  477;  Stevenson,  E.,  Ill,  1073. 
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stock  of  |46,000,000,  of  which  .$18,000,000  was  preferred. 
It  acquired,  at  that  time,  through  the  Moore  syndicate, 
thirty-seven  tin  plate  plants,  and  subsequently,  within 
two  years,  two  other  plants,7  all  of  which  plants  were, 
to  a  large  extent,  competitors  in  interstate  commerce  in 
tin  plate.  About  $10,000,000  of  the  common  stock  went 
to  the  organizers.8 

(c)   Purposes  of  Organizers — Percentage   of  Plants 
Acquired. 

Daniel  G.  Eeid,  one  of  the  syndicate  and  subsequently 
an  officer  of  the  Tin  Plate  Company,  testified  that  the 
first  intention  of  the  organizers  of  that  Company  was  to 
put  together  a  few  of  the  larger  and  better  plants,  thereby 
reducing  the  "overhead  expense"  on  the  product  and  en- 
abling the  combination  to  make  savings  through  whole- 
sale purchases  of  its  steel,  pig  tin,  acid,  fluxes,  etc. ;  that 
it  was  never  the  intention  to  combine  all  the  tin  plate 
plants  in  the  country  or  to  monopolize  the  business ;  that 
as  a  matter  of  fact  they  did  not  take  all  of  the  tin  plate 
plants,  although  they  did  take  about  90  per  cent,  of  them; 
that  their  purpose  was  not  "to  get  together  to  regulate 
prices,"  although  they  had  in  mind  that  better  prices 
could  be  secured  than  under  open  competition  (R.,  I,  423, 
461-2,  479-80,  487-90). 

Julian  Kennedy  testified  that  ten  or  twelve  mills 
can  be  used  in  the  manufacture  of  tin  plate  approxi- 
mately as  cheaply  as  a  large  number;  that  there  might  be 
a  few  cents  difference,  in  "overhead  expense,"  but  that 
that  is  often  made  up  by  other  things  (R.,  V  1878 
1902-3). 

Howard  M.  Davis,  who  had  formerly  been  in  the  sales 
department  of  the  American  Tin  Plate  Company,  testi- 
fied that  his  present  recollection  is  that  at  the  time  of 
its  organization,  the  American  Tin  Plate  Company  con- 

7P.,  10-11;  A.,  8-9.    Eeid,  R,  I,  430,  452;  Donner,  R,  VI,  2138. 

8R'  r0;^,  Sit  Sit  552-5;  Meurer' R-' J'  512"6;  Eeid' 
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trolled  about  95  per  cent,  of  the  country's  output  of  tin 
plate  (R.,  II,  555). 

(d)  Contracts  to  Stay  out  of  Business. 

C.  W.  Bray  testified  that  when,  at  the  organization 
of  the  Tin  Plate  Company,  it  bought  his  company,  the 
Beaver  Tin  Plate  Company,  there  was  a  provision  in  the 
contract  that  the  two  officers  of  that  Company  should 
not  re-engage  in  the  tin  plate  business,  within  1,500 
miles  of  Chicago,  for  a  term  of  about  ten  years  (R.,  Ill, 
1322-3). 

John  Stevenson,  Jr.,  who  sold  two  plants  to  the  com- 
bination, was  not  asked  for,  and  did  not  give,  any 
covenant  to  stay  out  of  business,  and  as  a  matter  of  fact 
almost  immediately  re-entered  the  business  (R.,  Ill, 
1086-7). 

The  Government  offered  in  evidence  (G.  E.,  IV,  1447) 
a  contract  between  C.  S.  Trench  and  Richard  Lewis,  on 
the  one  part,  and  the  American  Tin  Plate  Company  on 
the  other,  whereby  Trench  and  Lewis,  who  had  justi 
sold  to  the  Tin  Plate  Company  for  |50,000  a  small 
"dipping-plant"  and  a  patent  on  the  manufacture  of 
terne  plate,  agreed  to  stay  out  of  the  tin  plate  business  in 
this  country  for  twenty  years. 

(e)  Dismantlement  of  Plants. 

The  several  plants  acquired  by  this  Company  con- 
tained in  all  279  tin  mills  (P.  10).  Immediately  after 
the  organization  of  the  Company,  a  careful  effort  was 
made  to  compare  the  costs  of  the  various  plants,  item 
by  item,  with  a  view  to  a  reduction  of  costs  wherever 
possible.9  As  a  result  partly  of  this  comparison  of  costs 
and  partly  of  the  failure  of  the  natural  gas  supply  in  that 
part  of  Indiana  in  which  several  of  the  plants  were 
located,10  a  considerable  number  of  these  plants  were 


"Crawford,  R,  V,  1783-4;  Bray,  R,  IV,  1432-4. 
10Bray,  R,  IV,  1431-2. 
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dismantled  and  sold,  or  consolidated  into  more  favor- 
able locations.  Thus,  two  plants,  containing  twelve  tin 
mills,  were  sold  complete,  sixty  tin  mills  from  twelve 
plants  were  moved  and  put  into  operation  in  other  plants, 
sixteen  tin  mills  from  three  plants  were  kept  for  use 
as  "spares,"  while  thirty-three  tin  mills  from  nine  plants 
were  "scrapped."11  This  process  was  gradual,  beginning 
a  few  months  after  the  organization  of  the  Tin  Plate 
Company,  and  continuing  down  until  1907,12  the  greater 
part  of  the  changes  taking  place  from  1902  to  1906.13 
The  production  of  the  Tin  Plate  Company  has  not  been 
diminished  by  these  changes,14  but  has  increased.15 

(f)   Competitors  and  their  Growth. 

Excluding  "dippers,"  of  whose  number  in  Decem- 
ber, 1898,  we  have  no  evidence,  there  were  at  that 
time  at  least  six  concerns  not  taken  into  the  American 
Tin  Plate  Company,  who  had  their  own  rolling  mills 
and  manufactured  tin  plate,16  and  Daniel  G-.  Keid 
testified  (E.,  I,  476)  that  after  the  organization  of  the 
Tin  Plate  Company  new  tin  plate  plants  kept  springing 
up  "almost  daily,"  a  great  many  having  entered  the  busi- 
ness during  the  next  year,  1899.  Mr.  Keid  further  tes- 
tified that  the  Tin  Plate  Company  made  no  effort  to  eli- 
minate these  competitors  by  local  underselling  or  other- 
wise (E.,  I,  476,  494-5,  501). 

The  evidence  as  to  the  great  growth  of  competition 
in  tin  plate  since  the  organization  of  the  Steel  Corpora- 
tion is  not  mentioned  here,  having  already  been  con- 
sidered in  the  chapter  on  the  "Allegation  that  the  Steel 
Corporation  has  Obtained  a  Monopoly,"  page  416  hereof. 

"Bray,  E.,  IV,  1461-2;  D.  E.,  I,  143. 

12Bray,  B.,  IV,  1461-2;  D.  E.,  I,  143. 

"Trench,  B.,  Ill,  1405-7. 

"Griffiths,  E.,  V,  1758. 

16D.  E.,  in,  317. 

"Davis,  E.,  H,   564-7;   Trench,  E.,  III,   1366-8;   Eeid,  E.,  I, 
425-6. 
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(g)   Competitive  Practices. 

The  evidence  relating  to  the  requirement  of  the 
Tin  Plate  Company  that  the  private  brands  of  jobbers 
for  terne  plate  (roofing  plate)  be  assigned  to  it  before 
it  would  manufacture  goods  under  those  brands,  has 
been  digested  in  the  Chapter  on  the  "Policy  pursued 
by  the  Steel  Corporation  in  Carrying  on  its  Business," 
since  that  practice,  although  originated  by  the  Tin  Plate 
Company,  was  continued  until  1907,  or  several  years 
after  the  Tin  Plate  Company  was  acquired  by  the  Steel 
Corporation. 

In  January,  1899,  the  Tin  Plate  Company  made  a 
contract  with  the  Carnegie  Steel  Company  for  the  annual 
supply  to  the  Tin  Plate  Company  of  125,000  tons  of  tin 
and  black  plate  bars  annually  for  five  years  from  July 
1,  1899,  under  which  contract  Carnegie  Company  agreed 
not  to  sell  similar  bars  to  any  American  competitor  of 
the  Tin  Plate  Company.  The  Tin  Plate  Company  like- 
wise agreed  not  to  enter  into  competition  with  Carnegie 
Company  in  any  products  manufactured  by  the  latter 
(G.  E.,  111,1184-5,1189). 

John  Stevenson,  Jr.,  testified  (E.,  Ill,  1045-9,  1087-9) 
that  soon  after  the  formation  of  the  Tin  Plate  Company, 
it  made  an  agreement  with  the  Sharon  Tin  Plate  Company, 
a  competitor,  by  which  the  American  Tin  Plate  Company 
was  to  sell  the  products  of  the  Sharon  Company,  giving 
it  10  per  cent,  of  the  total  sales  made  of  the  products  of 
both  companies;  this  arrangement  to  run  ten  years;  the 
Sharon  Company  to  receive  the  same  price  for  its  product 
as  the  American  Company  received.  He  testified,  how- 
ever, that  in  fact  this  contract  lasted  only  eighteen 
months  (R,  III,  1047-8),  and  that  the  arrangement  was 
no  longer  in  existence  when  the  Steel  Corporation  was 
formed  (R.,  Ill,  1089). 

Early  in  1899,  the  Tin  Plate  Company  made  a  con- 
tract with  some  eleven  or  twelve  foundries  for  furnish- 
ing rolls  and  rolling-mill  machinery.  This  contract  con- 
tained a  provision  forbidding  these  foundries  from 
making  rolls  or  machinery  for  any  new  competitor  of 
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the  Tin  Plate  Company,  although  it  did  not  forbid  them 
from  selling  to  competitors  then  in  business.  A  copy 
of  this  contract  was  not  produced,  but  its  contents  were 
testified  to  by  several  witnesses  for  the  Government,  with- 
out contradiction  by  the  Defendants.17  The  foundries 
who  were  parties  to  this  agreement  were  not,  however, 
the  only  foundries  in  the  country  who  were  in  a  position 
to  make  rolls  or  rolling-mill  machinery,  there  being  at 
least  six  or  seven  such  concerns  who  were  not  parties 
to  this  contract  with  the  Tin  Plate  Company,18  and  the 
effect  of  these  contracts  was  not  to  prevent  the  con- 
struction of  new  tin  plate  plants.19  E.  E.  Crawford 
(E.,  V,  1771-3)  and  W.  H.  Griffiths  (E.,  V,  1741-5)  each 
testified  to  their  ability  to  secure  rolls  and  machinery 
for  their  new  competitive  plants  during  the  continuance 
of  these  contracts.  All  of  these  contracts  were  cancelled 
at  the  insistence  of  C.  M.  Schwab,  President  of  the  Steel 
Corporation,  on  March  17,  1902,  although  some  of  the 
foundrymen  would  have  much  preferred  to  have  con- 
tinued them.20 

The  Government  adduced  the  testimony  of  Jacob 
Meurer  (R.,  I,  504-511),  C.  S.  Trench  (E.,  Ill,  1362-6, 
1374-6)  and  B.  G.  Follansbee  (E.,  V,  1815-7)  to  the  ef- 
fect that  for  two  years  after  the  formation  of  the  Tin 
Plate  Company  they  had  great  difficulty  in  securing 
black  plate  for  their  "dipping-plants,"  since  both  the  Tin 
Plate  Company  and  its  competitors  at  that  time  refused 
to  sell  it,  saying  they  had  none  to  spare.  The  same  atti- 
tude was  taken  by  those  "dippers"  who  during  that 
period  built  their  own  tin  mills,   and  as  a  result  in 


"Booth,  E.,  V,  1794-1802 ;  Seaman,  E.,  V,  1929-1935 ;  Hogg,  E., 

V,  1943-7;  Herron,  E,  V,  1948-51;   Shaw,  E.,  V,  1952-5; 

Stipulation  of  Counsel,  E.,  V,  1956-7. 
"Booth,  R,  V,  1800-03;  Seaman,  E,  V,  1934-9;  Herron,  R,  V, 

1950-2;  Hogg,  R,  V,  1946-8;  Stipulation  of  Counsel,  R,  V, 

1956-7. 

19Herron,  R,  V,  1951;  Seaman,  R,  V,  1936;  Stipulation  of  Coun- 
sel, R,  V,  1956-7. 

'"'Booth,  R,  V,  1802-3;  Seaman,  E.,  V.  1934-5;  Weil,  R,  V, 
1942-3;  Hogg,  R,  V,  1946;  Shaw,  R,  V,  1956;  Stipulation 
of  Counsel,  R,  V,  1956-7. 
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some  cases  the  other  "dippers"  were  forced  to  import 
black  plate. 

The  fluctuations  in  tin  plate  quotations  as  reported 
in  the  Iron  Age  from  1890  to  1911  are  shown  in  G. 
E.,  XIV,  pp.  2921  and  2922;  also  from  1895  to  1911  in 
G.  E.,  V,  part  I,  p.  1655. 

National  Steel  Company. 

This  Company,  which  was  organized  in  February, 
1899,  with  a  capital  of  $59,000,000,  was  a  combination  of 
a  number  of  furnace  plants  and  steel  works  in  Ohio  and 
Western  Pennsylvania,  having,  in  the  year  1901,  an 
aggregate  annual  capacity  of  about  1,800,000  tons  of 
steel  ingots,  or  about  12  per  cent,  of  the  ingot  production 
of  the  United  States  (P.,  9 ;  A.,  9) . 

Messrs.  D.  G.  Eeid  (R.,  I,  436,  481),  E.  W.  Mudge  (R., 
VI,  2403,  2413),  John  Stevenson,  Jr.  (R.,  Ill,  1072),  and 
John  A.  Topping  (R.,  II,  683-4),  all  of  whom  were 
called  as  witnesses  for  the  Government,  testified  that  the 
National  Steel  Company  was  organized  by  the  same 
persons  who  had  organized  and  were  in  control  of  the 
American  Tin  Plate  Company,  and  that  the  purpose  of 
organizing  the  National  Company  was  to  secure  a  supply 
of  sheet-bars  (the  semi-finished  material  which  is  the 
basis  of  the  manufacture  of  tin-plate  and  terne-plate) 
for  the  American  Tin  Plate  Company,  which  had  no  steel 
works  and  was  forced,  up  to  that  time,  to  buy  its  sheet- 
bars  in  the  general  market.  Judge  Gary  (R.,  XII, 
4764-5)  testified  to  the  same  effect. 

The  promoters  of  this  Company  ( Judge  Moore  and  his 
associates)  received  for  their  services  $5,000,000.  of  its 
common  stock  (P.,  9;  A.,  9),  then  worth  about  $53  per 
share  (G.  E.,  IX,  2365). 

This  Company  at  its  organization  acquired  five  Bes- 
semer steel  works,  four  of  them  in  the  Youngstown- 
Sharon  district,  and  one  in  Columbus,  Ohio,  also  a  small 
blast  furnace  plant  (with  a  puddled-iron  department), 
and  a  small  open-hearth  steel  works  at  Sharon,  Pennsyl- 
vania.    Subsequently  it  also  acquired  three  other  small 
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blast  furnace  plants  in  the  same  vicinity.  None  of  its 
plants  was  equipped  to  make  any  finished  rolled  steel 
products  until  on  May  14,  1900,  a  T-rail  mill  was  put  in 
operation  at  its  Youngstown  plant.  With  this  excep- 
tion, its  steel  output  was  exclusively  in  the  form  of 
billets,  sheet-bars  and  similar  semi-finished  products 
(G.  E.,  VII,  2045-9;  Roberts,  K.,  XIII,  5041-5057;  Reis, 
R.,  II,  582-5;  Farrell,  R.,  X,  3989-91;  Topping,  R.,  II, 
634).  These  plants  had  sold  billets  and  sheet-bars,  in 
competition  with  one  another,  to  the  sheet  and  tin-plate 
mills  in  the  same  locality,  and  to  some  extent  this  com- 
petition extended  also  to  interstate  commerce  (Roberts, 
R.,  XIII,  5149;  Reis,  R.,  II,  583-5;  Farrell,  R.,  X,  3989-91; 
Stevenson,  R.,  Ill,  1071;  Griffiths,  R.,  V,  1751),  but 
several  other  important  companies,  such  as  the  Ashland, 
the  Otis,  the  Wheeling  Steel  &  Iron  and  the  Jones  & 
Laughlin  Steel  Companies  continued  to  compete  with 
the  National  Steel  Company  in  these  same  products  (Top- 
ping, R.,  II,  749). 

At  some  time  after  its  organization  this  Company 
also  acquired  or  organized  for  itself  two  iron  ore  com- 
panies, three  small  coal  or  coke  companies,  and  two  Lake 
vessel  companies,  having  nine  ships  on  the  Great  Lakes 
(G.  E.,  VII,  2049-50).  It  also  made  a  contract  with 
the  Oliver  Iron  Mining  Company  to  take  one-sixth  of 
the  Oliver  Company's  Bessemer  ore  output  for  a  limited 
time  at  prices  to  be  fixed  each  year  by  the  Oliver  Com- 
pany (A.  10),  and  had  a  contract  with  the  Penobscot 
mine  for  a  relatively  small  additional  amount  (Donner, 
R.,  VI,  2153-4). 

After  their  acquisition  by  the  Steel  Corporation,  the 
National  Steel  Company  and  the  American  Steel  Hoop 
Company  were  consolidated  with  the  "Carnegie  Com- 
pany" (of  New  Jersey)  to  form  the  "Carnegie  Steel  Com- 
pany"  (P.,  38;  A,  35). 

American  Steel  Hoop  Company. 

This  Company,  which  was  organized  in  April,  1899, 
was  a  combination  of  a  number  of  bar-mill  operators 
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whose  chief  product  had  been  of  the  class  known  as 
"hoops,  bands  and  cotton-ties."  The  circumstances  lead- 
ing to  its  organization  were  testified  to  by  two  witnesses 
called  by  the  Government,  Messrs.  Charles  A.  Painter 
and  Frank  L.  Clark.  The  substance  of  their  testimony 
is  as  follows: 

In  the  early  90's,  hoops  and  kindred  products  were 
made  of  puddled  iron,  but  by  1896  the  cost  of  making 
steel  had  been  so  reduced  that  it  had  become  cheaper 
than  iron.1  This  lower  cost,  coupled  with  the  fact  that 
the  steel  bands  were  decidedly  better  than  iron,  worked 
a  radical  change  in  the  industry,  rendering  the  puddling 
furnaces  obsolete  and  useless  and  forcing  the  hoop- 
makers  to  buy  or  to  make  a  supply  of  steel  billets.  Al- 
though most  of  the  hoop  makers  had  had  their  own  pud- 
dling furnaces,  which  are  not  costly  to  build,  hardly  any 
of  them  had  resources  great  enough  to  enable  them  to 
build  a  steel  works,  and  any  steel  works  large  enough  to 
produce  steel  cheaply  would  have  had  an  output  far 
larger  than  any  of  the  hoop  mills  needed.  Practically 
all  of  the  hoop  makers,  therefore,  dismantled  their  pud- 
dling furnaces  (except  those  who  were  also  in  the  mer- 
chant-bar business,  where  iron  bars  continued  to  be  in 
demand),  and  resorted  to  steel  billet  purchases  in  the 
general  market.  The  only  exception  to  this  was  the 
William  Clark's  Sons  Company,  a  hoop  maker,  which 
had  two  tiny  twelve-ton  open  hearth  furnaces,  expensive 
to  operate,  which  together  were  unable  to  produce  one- 
fifth  of  the  steel  billets  needed  by  that  concern.  J. 
Painter  &  Sons,  another  hoop  making  firm,  had  a  half 
interest  in  a  blast-furnace  several  miles  from  their  plant, 
but  had  no  steel  works.  The  others  were  without  raw 
material  supplies  of  any  kind.2 

This  condition  of  affairs  continued  until  1899,  when 
with  reviving  business,  billets  were  becoming  dearer  and 


'Painter,  R,  V,  1989-90;  Clark,  E.,  V,  2018-9. 

2Painter,  R,  V,  1989-1992;  Clark,  E.,  V,  2017-2019.     And  see 

testimony  of  Mr.  Percival  Eoberts,  Jr.,  as  to  the  substitution 

of  steel  for  iron,  E.,  XIII,  4939-4956. 
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harder  to  get.  Charles  S.  Guthrie,  of  Naylor  &  Com- 
pany, iron  and  steel  brokers  of  Pittsburgh,  conceived  the 
idea  of  combining  a  number  of  these  hoop  makers  whose 
billet  supply  was  precarious,  into  a  company  to  be 
affiliated  with  the  National  Steel  Company,  which  would 
furnish  a  dependable  source  of  supply  of  steel  billets.3 
This  affiliation  was  secured  by  the  interest  of  Judge 
Moore,  who  assisted  Mr.  Guthrie  in  the  promotion  of 
the  Steel  Hoop  Company  and  became  the  controlling  fac- 
tor in  that  Company  upon  its  organization,  and  who 
seems  to  have  felt  that  the  organization  of  the  Hoop 
Company  would  be  beneficial  to  the  National  Steel  Com- 
pany in  that  it  would  secure  another  permanent  customer 
for  its  products.4 

The  Hoop  Company  acquired  eight  different  manu- 
facturers of  hoops,  bands  and  cotton-ties,  all  of  whom 
had  theretofore  competed  with  one  another  in  interstate 
commerce  throughout  the  United  States,  although  they 
had  been  for  several  years  jointly  interested  in  a  con- 
cern called  "The  Export  Company",  through  which  they 
were  attempting  to  establish  an  export  business  in  for- 
eign countries.5  It  acquired  also  the  Isabella  Furnace 
Company,  a  blast-furnace  concern  that  produced  pig-iron 
only,6  and  fractional  interests  in  two  iron  ore  compa- 
nies, in  a  coal  mining  company  and  in  a  dock  company 
on  Lake  Erie. 

The  organization  of  this  Company  was  effected 
through  a  syndicate,  which  took  options  on  the  several 
plants  and  paid  cash  therefor,  the  necessary  funds  being 
raised  by  issuing  to  each  syndicate  subscriber  one  share 
of  preferred  stock  and  one  share  of  common  stock  in  the 
new  Company  for  each  $100.  paid  by  him.7  The  aggre- 
gate capitalization  of  the  Hoop  Company  was  $33,000,- 


3Painter,  E.,  V,  1979-80,  1990-2. 

*Eeid,  R,  I,  481-2;  Topping,  R,  II,  684. 

5Painter,  R,  V,  1972-9;  Clark,  E.,  V,  2010-11;  Topping,  E.,  II, 
630-634. 

"Topping,  E.,  II,  631. 

'Painter,  E.,  V,  1980-7. 
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000.,  of  which  $5,000,000.  in  common  stock,  then  worth 
between  $26.  and  $40.  per  share,8  went  to  the  promoters.9 

Some  of  the  vendors  of  these  plants  were  asked  for 
and  gave  their  agreement  to  remain  out  of  the  same  busi- 
ness. Others  did  not.  The  number  of  such  contracts 
and  their  exact  terms  were  not  proved.  They  seem  to 
have  been  lightly  regarded,  and  in  one  or  two  instances 
were  promptly  violated,  no  suit  being  brought  upon 
them  in  any  case.  Mr.  Painter  testified  that  these  con- 
tracts were  "treated  as  a  joke."10 

In  the  year  1900,  the  first  complete  year  of  operation, 
this  Company's  production11  was: 

Crude  Products. 

Pig-iron   148,392  tons, 

Muck  Bar  (i.  e.,  the  iron  product  of  a 

puddling-furnace)    16,388     " 

Finished  Products. 

Cotton-ties 12,027  tons, 

Hoops,  bars,  bands,  etc 333,554      " 


Total  finished  product 345,581  tons. 

In  1899,  the  year  of  its  organization,  this  Company 
sold  approximately  one-fourth  of  the  country's  require- 
ments of  cotton-ties,12  while  it  sold  about  three-fourths 
of  the  country's  hoops  and  bands  of  other  kinds  than 
cotton- ties.13  In  the  matter  of  capacity,  however,  it  was 
less  strongly  intrenched,  since  any  company  owning  a 
bar-mill  could,  if  it  chose,  put  its  product  into  the  form 
of  cotton-ties,  hoops  or  bands,  and,  in  fact,  this  was  gen- 


8G.  E.,  IX,  2367. 

9Petition,  p.  12;  Answer,  p.  10. 

"Painter,  E.,  V,  1982-5;  Clark,  R,  V,  2014. 

"G.  E.,  IV,  1446. 

1201ark,  E.,  V,  2023. 

™Ibid,  p.  2012. 
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erally  done  whenever  the  business  seemed  remunera- 
tive.14 In  this  way,  the  Jones  &  Laughlin  Steel  Com- 
pany alone  had  a  capacity  for  hoops,  bands  and  cotton- 
ties  greater  than  all  of  the  companies  combined  in  the 
American  Steel  Hoop  Company.15  The  capacity  of  the 
Steel  Hoop  Company  was  twice  as  large  as  was  required 
to  make  the  entire  consumption  of  the  country  in  the 
year  1898,  but  the  capacity  of  its  competitors  was  such  as 
would  make  two  and  one-half  times  the  entire  consump- 
tion in  that  year.  The  Steel  Hoop  Company  "was 
doomed  to  a  career  of  competition  from  its  very  birth — 
and  had  it."16 

American  Sheet  Steel  Company. 

This  Company  was  incorporated  in  March,  1900, 
under  the  auspices  of  a  syndicate  in  which  Judge  Moore 
and  his  associates  were  the  chief  factors.  Mr.  John  A. 
Topping,  one  of  the  former  owners  of  a  plant  that  was 
acquired  by  this  Company,  and  subsequently  an  officer 
of  the  National  Steel  Company,  and  Mr.  Daniel  G.  Keid, 
an  associate  of  Judge  Moore  and  a  syndicate  member, 
both  testified,  when  called  by  the  Government,  that  the 
purpose  of  organizing  the  American  Sheet  Steel  Company 
was  to  secure  another  permanent  customer  for  the 
National  Steel  Company,  the  capacity  of  which  at  that 
time  exceeded  the  requirements  of  its  other  affiliated 
finishing  companies,  the  Tin  Plate  and  Steel  Hoop 
companies.1 

The  capitalization  of  the  Sheet  Steel  Company  was 
$26,000,000.  in  7  per  cent,  preferred  stock  and  a  like 
amount  in  common  stock.  A  part  of  the  common  stock 
(amount  not  proved)  went  to  the  promoters  for  their 
services  in  organizing  the  Company.2 


"Painter,  E.,  V,  1988-9;  Clark,  E.,  V,  2012-3. 

15Clark,  E.,  V,  2012. 

"Clark,  E.,  V,  2020-1. 

topping,  E.,  n,  684-5;  Eeid,  E.,  I,  481-2. 

2Petition,  p.  13;  Answer,  p.  11. 
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This  Company  acquired  some  twenty-nine  different 
plants,  three  of  which  were  engaged  in  the  manufacture 
of  special  varieties  of  sheet  steel,  while  the  others  made 
common  sheets.  Those  whose  product  was  the  same  were 
to  a  large  extent  engaged  in  competition  with  one  another 
in  interstate  commerce.3 

There  remained  outside  this  combination  fifteen  com- 
petitive sheet  steel  manufacturers,  and  further  competi- 
tion appeared  very  rapidly.  Within  one  year  after  the 
Company  was  organized  the  number  of  its  competitors 
had  grown  to  twenty-eight.4  There  is  no  evidence  in  the 
Record  to  show  the  percentage  of  the  country's  produc- 
tion of  sheets  that  was  made  by  this  Company  in  1900, 
but  in  1901  its  percentage  of  the  country's  sheet-mill 
product  was  67.3  per  cent.5  The  very  pronounced  in- 
crease in  the  proportion  and  tonnage  made  by  its  com- 
petitors since  1901  appears  in  the  chapter  on  "The  Alle- 
gation that  the  Steel  Corporation  has  Obtained  a 
Monopoly,"  pages  408-9  hereof. 

On  November  15,  1900,  the  Sheet  Steel  Company  made 
a  contract  with  eleven  foundries  for  furnishing  rolls 
and  rolling-mill  machinery.  This  contract  contained  a 
provision  forbidding  these  foundries  from  making  rolls 
or  machinery  for  any  new  competitor  of  the  Sheet  Steel 
Company,  although  it  did  not  forbid  them  from  selling  to 
competitors  then  in  business.  A  copy  of  this  contract  was 
not  produced,  but  its  contents  were  testified  to  by  several 
witnesses  for  the  Government  without  contradiction  by 
the  Defendants.6  By  a  contemporaneous  agreement,  pro- 
duced and  in  evidence  at  Government  Exhibits,  Volume 
IV,  page  1383,  it  appeared  that  the  Sheet  Steel  Company 
agreed  to  pay  substantial  sums  to  these  foundries,  dur- 
ing the  continuance  of  their  contracts,  over  and  above 


'Topping,  R,  II,  616-628. 

4Farrell,  R,  X,  3968-3982,  R,  XII,  4615-22;  Reid,  R.,  I,  484-6. 

Petition,  p.  23;  D.  E.,  Ill,  315. 

6Wheeler,  R.,  II,  607-9;  Herron,  R.,  V,  1950-1952;  Hogg,  R.,  V, 
1944;  Booth,  R,  V,  1800-1803;  Seaman,  R,  V,  1930-4;  Weil, 
R,  V,  1940-2;  Shaw,  R,  V,  1953-5;  Stipulation  of  Counsel, 
R.,  V,  1956-7. 
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the  price  of  rolls  and  machinery  furnished.  The  foundries 
who  were  parties  to  this  agreement  were,  however,  by  no 
means  the  only  foundries  in  the  country  who  were  in  a 
position  to  make  rolls  and  rolling-mill  machinery,  there 
being  at  least  six  or  seven  such  concerns  who  were  not 
parties  to  such  contracts  with  the  Sheet  Steel  Company,7 
and  the  effect  of  these  contracts  was  not  to  prevent  the 
construction  of  new  sheet-mills.8 

All  of  these  contracts  were  cancelled  at  the  insistence 
of  C.  M.  Schwab,  President  of  the  Steel  Corporation,  on 
March  17,  1902,  although  some  of  the  foundrymen  would 
have  much  preferred  to  have  continued  them.9 

The  course  of  price  quotations  of  sheet  steel  as  re- 
ported in  the  Iron  Age  before  and  after  March,  1900, 
when  the  American  Sheet  Steel  Company  was  organized, 
appears  in  Government  Exhibit,  Volume  V,  Part  I,  page 
1653;  and  the  "purchasing  power"  of  sheet  steel  (i.  e.,  the 
contrast  between  the  prices  of  sheets  and  the  prices  of 
general  commodities)  appears  in  Defendants'  Exhibit, 
Volume  VIII,  page  661,  which  shows  that  the  purchasing 
power  of  sheets  was  slightly  higher  in  1900  than  in  1899, 
and  considerably  higher  in  1901  than  in  1900,  and  that 
it  has  fallen  steadily  since  1901,  until  in  1912  it  was 
materially  lower  than  at  any  time  in  the  preceding 
quarter-century. 

American  Steel  &  Wire  Company  of  'New  Jersey. 

This  Company  was  the  third  and  most  comprehensive 
of  a  series  of  consolidations  of  isolated  wire  plants.  The 
first  was  the  Consolidated  Steel  &  Wire  Company,  organ- 
ized about  1893,1  with  a  capital  of  $4,000,000.,  which  ac- 


7Herron,  R,  V,  1950-52;  Hogg,  R,  V,  1946-8;  Booth,  E.,  V, 
1800-1803;  Seaman,  E.,  V,  1934-9;  Stipulation  of  Counsel, 
R,  V,  1956-7. 

8Herron,  E.,  V,  1951;  Seaman,  R,  V,  1936;  Stipulation  of  Coun- 
sel, R,  V,  1956-7. 

"Hogg,  R,  V,  1946;  Booth,  R,  V,  1802-3;  Seaman,  R,  V,  1934-5; 
Weil,  R,  V,  1942-3;  Shaw,  R,  V,  1956;  Stipulation  of 
Counsel,  E.,  V,  1956-7. 

iGary,  R,  XIII,  5262;  Patterson,  E.,  I,  132. 
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quired  five  scattered  wire  plants  making  plain  and  barbed 
wire2  which  had  been  to  some  extent  competitive  with  one 
another,  although  all  of  them  had  theretofore  been  con- 
trolled by  the  same  group  of  stockholders.3  The  princi- 
pal organizers  of  this  Company  were  J.  W.  Gates,  Will- 
iam Edenborn,  Alfred  Clifford,  John  Lambert  and  Charles 
Douglas.3    Judge  Gary  was  its  counsel.4 

In  the  fall  of  1897,  an  attempt,  led  by  J.  W.  Gates,5 
was  made  to  organize  a  syndicate  to  buy  the  Consolidated 
Company  and  some  thirteen  other  wire  companies,  and 
an  agreement  was  made  by  Judge  Gary  and  one  G.  H. 
Ten  Broeck  with  J.  P.  Morgan  &  Company,  by  which  that 
firm  was  to  be  manager  of  the  syndicate,  if,  after  expert 
investigation  of  the  proposition,  they  approved  the  plan 
of  consolidation.6  A  new  corporation  of  $75,000,000. 
capital  was  to  be  organized,  into  which  all  of  these  plants 
and  $9,000,000.  of  new  money  was  to  be  put.6  •  On  Feb- 
ruary 17,  1898,  Julian  Kennedy  and  Eobert  Forsythe,  ex- 
perts appointed  by  J.  P.  Morgan  &  Company  to  appraise 
the  properties  in  question,  made  their  report,  showing 
that  they  had  examined  and  valued  eighteen  companies 
whose  total  value  they  estimated  at  $24,860,800.,  ex- 
cluding work  under  construction  and  good  will,  as  well 
as  certain  patents.7  On  February  26,  1898,  J.  P.  Morgan 
&  Company  (through  C.  H.  Coster,  a  partner  in  that 
firm)  wrote  to  J.  W.  Gates  and  E.  H.  Gary8  refusing  to 
proceed  further  with  the  plan  because  of  the  low  earnings 
of  these  plants  as  shown  by  the  accountants'  reports, 

Immediately  after  the  collapse  of  this  projected  con- 
solidation, Messrs.  Gates,  Lambert,  Gary  and  Elwood 
initiated  another  which  resulted  in  the  formation  in 
March,  1898,  of  the  American  Steel  &  Wire  Company  of 


2Patterson,  E.,  I,  132-5. 

3Patterson,  E.,  I,  150-1;  162-3. 

"Gary,  E.,  XIII,  5262. 

5Baa.ckes,  E.,  I,  337. 

"This  agreement  appears  in  full  at  G.  E.,  IX,  2377-81. 

7This  report  appears  in  full  at  G.  E.,  IV,  1436-40. 

8The  letter  appears  in  E.,  I,  196-7. 
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Illinois,9  which  acquired  the  Consolidated  Steel  &  Wire 
Company,  and  six  other  wire  manufacturing  companies 
located  in  Ohio,  Indiana  and  Illinois,  and  a  wire  fence 
company.10 

In  January,  1899,  the  American  Steel  &  Wire  Com- 
pany of  New  Jersey  was  organized  with  a  capital  of 
190,000,000.,  of  which  $40,000,000.  was  preferred  stock.11 
The  organization  of  this  Company  and  the  acquisition  of 
its  plants  and  working  capital  were  effected  through  a 
syndicate  managed  by  J.  &  W.  Seligman  &  Company, 
bankers,  of  New  York,12  which  contributed  $28,000,000. 
in  cash,  about  $15,000,000.  of  which  was  used  in  partial 
payment  for  properties  bought,  and  the  balance,  about 
$13,000,000.,  was  put  into  the  new  company  as  additional 
working  capital.13  This  Company  acquired  the  wire 
plants  and  other  property  of  the  American  Steel  &  Wire 
Company  of  Illinois,  and  also  all  or  part  of  the  property 
of  twenty-four  other  companies,  of  which  eleven  made 
plain  wire,  barb  wire,  wire  nails  or  wire  fence,  four  made 
fine  wire  specialties,  five  made  pig-iron  or  steel  billets, 
while  the  others  were  a  zinc  company,  a  coke  company, 
ore  mining  companies,  etc.14  The  profit  of  the  syndicate 
was  $11,600,000.  in  common  stock,13  then  worth  in  the 
market  between  $52.  and  $68.  per  share.16 

Many  of  these  companies  combined  at  this  time  had 
been  competitive  in  interstate  commerce,  although  their 
competition  had  been  limited  to  a  considerable  extent 
by  the  location  of  their  plants  or  the  lack  of  variety  of 
their  products.17  There  remained  outside  the  American 
Steel  &  Wire  Company  of  New  Jersey,  not  being  taken 


testimony  of  Judge  Gary  in  Parks  vs.  Gates,  G.  E.,  IX,  2338 

2341;  Gary,  R,  XIII,  5260-1. 
10G.  E.,  n,  830-1. 
"G.  E.,  Vin,  2259-2270. 
12G.  E.,  I,  350-356. 
13G.  E.,  VIII,  2264. 
"G.  E.,  1, 1-20. 
"Strauss,  E.,  IV,  1727-8. 
16G.  E.,  IX,  2362. 
"Patterson,  R,  I,  138-149;  Farrell,  R,  X,  3913-3915. 
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into  this  combination,  a  number  of  other  wire  companies 
that  were  in  competition  with  the  plants  of  the  Ameri- 
can Steel  &  Wire  Company.  Mr.  F.  B.  Patterson,  called 
by  the  Government  to  testify  to  the  condition  of  com- 
petition in  wire,  recognized  fifteen  such  independent  com- 
panies as  competitors  of  the  American  Steel  &  Wire 
Company  in  1899.18 

In  the  acquisition  of  its  plants,  the  promoters  of  the 
new  Company,  in  some  cases  at  least,  obtained  from  the 
vendors  covenants  not  to  re-engage  in  the  same  business 
for  a  period  of  ten  years.  Such  contracts  are  in  evi- 
dence in  Government  Exhibits,  Vol.  IV,  p.  1433;  Vol. 
IX,  p.  2306 ;  Vol.  IX,  p.  2307 ;  Vol.  IX,  p.  2303 ;  Vol.  IX, 
p.  2302;  and  one,  not  produced,  is  testified  to  by  Mr.  G. 
A.  Steiner  at  Testimony,  Vol.  VI,  pp.  2394-5. 

No  statement  of  the  tonnages  of  the  production  of 
wire-rods  by  this  Company  in  1899  is  contained  in  the 
record,  but  its  tonnage  of  wire-rods  in  the  year  1900  is 
determinable  from  Government  Exhibits,  Vol.  VII,  p. 
2018,  and  Vol.  IV,  p.  1443. 19  In  that  year  the  American 
Steel  &  Wire  Company  made  575,979  tons  of  wire-rods, 
or  68.05  per  cent,  of  the  country's  total  production  of 
846,291  tons.  Its  wire  nail  production  is  known  for  both 
years,  having  been  6,553,970  kegs,  or  86.03  per  cent,  of 
the  country's  total  in  1899,  and  5,265,947  kegs,  or  72.79 
per  cent,  of  the  country's  total  in  1900.  Its  competitors' 
production  was  1,064,160  kegs,  or  13.97  per  cent,  in 
1899,  and  1,968,032  kegs,  or  27.21  per  cent,  in  1900.20 
The  further  shrinkage  of  this  Company's  percentage  in 
these  products,  after  its  acquisition  by  the  Steel  Corpora- 
tion in  1901,  appears  in  the  chapter  on  "the  Allegation 
that  the  Steel  Corporation  has  obtained  a  monopoly." 

The  early  history  of  barbed  wire  manufacture  differs 


"Patterson,  R,  I,  155-161. 

19The  Illinois  Steel  Company  being  the  only  other  wire-rod 
maker  acquired  by  the  Steel  Corporation,  we  can  ascertain 
the  American  Steel  &  Wire  Company's  production  by  de- 
ducting the  Illinois  production  from  the  total  tonnage  of 
the  Steel  Corporation's  subsidiaries-to-be. 

20G.  E.,  VII,  2018. 
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from  that  of  the  other  wire  products,  in  that  the  machin- 
ery for  its  manufacture  was  at  one  time  protected  by 
patents.  These  originally  were  owned  by  the  Washburn 
&  Moen  Manufacturing  Company,  with  plants  at  Worces- 
ter, Massachusetts,  Waukegan,  Illinois,  and  San 
Francisco.  Between  1881  and  1889  there  appears  to 
have  been  continued  litigation  over  these  patents,  re- 
sulting in  the  end  in  their  being  sustained.21  The  patents 
were  then  vested  in  a  company  known  as  the  Columbia 
Patents  Company,  in  which  J.  W.  Gates  and  certain  other 
barbed  wire  manufacturers  were  interested,  and  this  Com- 
pany issued  its  licenses  to  various  plants  throughout  the 
country.21  At  the  time  of  the  organization  of  the  Ameri- 
can Steel  &  Wire  Company  it  acquired  in  all  eighteen 
plants  equipped  for  barbed  wire  making,22  while  there 
were  at  that  time  at  least  four  competitive  barbed  wire 
manufacturers  whose  plants  were  not  acquired  by  the 
combination.23 

A  very  large  part  of  the  business  of  this  Company  has 
always  consisted  in  the  manufacture  of  specialties  of 
various  kinds.  At  the  present  time  it  makes  about  11,000 
different  products,24  including  nearly  900  varieties  of 
wire  rope.25  This  company  at  the  Paris  Exposition  of 
1900  exhibited  1,800  different  kinds  of  wire  products 
suited  for  sale  in  foreign  markets.24  A  statement  show- 
ing the  variety  and  tonnage  of  its  products  in 
the  year  1900  appears  in  Defendants'  Exhibits, 
Vol.  II,  p.  206.  Its  percentages  of  the  country's 
production  of  these  miscellaneous  wire  products  in 
the  year  1900  have  been  stated  at  pages  415  and  416  hereof. 
By  the  acquisition  of  several  iron  mines,  the  construction 
of  a  relatively  small  coke  works,  and  the  acquisition  of 
the  blast-furnaces  and  steel  works  mentioned  above,  this 
Company  was  to  some  extent  "integrated,"  but  its  steel 


21Buell,  R,  I,  8-9;  Patterson,  E.,  I,  152-5;  Fitch,  E.,  VI,  2374-7. 

22G.  E.,  I,  5-14. 

23Patterson,  E.,  I,  155-160;  Fitch,  E.,  VI,  2380-1. 

24Farrell,  E.,  X,  3911. 

^Ibid.,  p.  3873. 
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billet  production  was  but  35  per  cent,  of  its  needs,  and 
for  the  remaining  65  per  cent,  it  had  to  resort  to  pur- 
chases in  the  billet  market.26  During  1899  and  1900,  it 
continued  its  investment  in  reserves  of  raw  material,  and 
in  crude  steel  manufacturing  facilities,  and  in  January, 
1901,  its  Chairman,  Mr.  J.  W.  Gates,  reported  to  the 
stockholders  that  on  the  completion  of  plans  then  under 
way,  its  blast-furnaces  and  steel  works  would  produce 
steel  "sufficient  in  quantity  to  practically  cover  our  re- 
quirements."27 

The  course  of  price  quotations  of  plain  wire,  wire 
nails,  and  barbed  wire,  as  shown  by  the  Iron  Age  before 
and  after  the  formation  of  the  American  Steel  &  Wire 
Company  appears  in  many  tables  and  diagrams  that  have 
been  put  in  evidence.  Government  Exhibit  247,  Vol.  V, 
part  1,  page  1654,  shows  price  quotations  on  plain  wire 
and  wire  nails  from  1895  to  1911,  while  Government  Ex- 
hibit 68a>  Vol.  XIV,  page  2919  shows  quotations  on 
barbed  wire  from  1893  to  1901.  The  contrast  between  the 
prices  of  plain  wire  and  the  prices  of  all  commodities,  i.  e., 
the  expression  of  the  "purchasing  power"  of  wire,  from 
1885  to  1912,  appears  in  Defendants'  Exhibit,  Vol.  VIII, 
page  662,  while  similar  information,  covering  the  same 
period,  as  to  wire  nails,  appears  in  Defendants'  Exhibits, 
Vol.  VIII,  page  663.  These  all  show,  in  brief,  a  decided 
rise  in  wire  prices  after  the  organization  of  the  American 
Steel  &  Wire  Company  of  New  Jersey,  in  January,  1899, 
substantially  in  excess  of  the  general  rise  of  all  commod- 
ity prices  at  that  time.  They  show  a  very  sharp  fall  in 
wire  prices  in  the  spring  of  1900,  and  a  gradual  fall  from 
that  time  until  1904,  a  slight  strengthening  from  1904  to 
1908,  and  a  gradual  decline  from  that  time  until  the 
present.  The  purchasing  power  of  these  wire  products, 
which  was  sharply  increased  in  1899,  has  shown  a  steady 
decline  since  then,  being  lower  in  1912  than  in  any  year 
in  the  preceding  quarter-century. 


26Farrell,  E.,  X,  3908;  Gary,  E.,  XIV,  5305-9;  G.  E.,  II,  834, 
835,  840,  843,  854,  859,  863;  Petition,  p.  15,  Answer,  p.  13. 

2'G.  E.,  II,  863. 
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As  to  the  methods  pursued  in  the  business  of  this 
Company,  prior  to  its  acquisition  by  the  Steel  Corpora- 
tion, Judge  Gary,  when  asked  whether  the  American 
Steel  &  Wire  Company  was  prosperous  at  that  time, 
answered  (E.,  XIV,  5307-8)  :  "Up  and  down,  I 
would  say.  Perhaps  you  remember,  because  it  was  pub- 
lic notoriety  during  1900,  the  Wire  Company  shut  down 
seventeen  mills  in  one  day.  They  declined  to  pay  the 
Federal  Steel  an  indebtedness  of  a  very  large  sum  of 
money,  I  think  approximating  a  million  dollars,  because 
they  were  unable  to  pay,  and  we  had  to  wait  a  long  time 
before  we  got  our  money.  One  of  the  troubles  of  the 
Company  was  that  it  was  exploited  more  or  less,  if  I  may 
use  the  term.  As  a  manufacturing  proposition,  it  was  a 
very  good  proposition,  but  there  were  some  people  con- 
nected with  it  that  did  not  utilize  it  to  the  best  advan- 
tage, and  who  were  not  calculated  to  really  promote  the 
best  interests  of  the  Company." 

American  Bridge  Company. 

The  American  Bridge  Company  was  organized  in 
April,  1900,  with  an  issued  capital  stock  of  $62,324,600.00. 
Its  organization  was  promoted  by  I.  Gifford  Ladd  (G. 
E.,  II,  881-93)  and  others  who  obtained  the  financial 
support  of  a  syndicate  managed  by  J.  P.  Morgan  &  Co. 
(G.  E.,  IX,  2393)  after  having  failed  to  interest 
Seligman  &  Company  in  a  prior  attempt  to  carry  out 
the  plan  (E.,  IV,  1729-32). 

The  Petition  alleges  and  the  Answer  admits  that  the 
American  Bridge  Company  acquired  twenty-seven  pre- 
viously existing  concerns  engaged  in  the  structural  steel 
business  which  were  in  competition  to  some  extent  (P., 
24;  A.,  20).  The  extent  of  this  competition  is  in  dis- 
pute,—as  is  also  the  percentage  of  the  business  controlled 
by  the  concerns  which  the  American  Bridge  Company 
acquired.  The  Petition  alleges  that  these  companies 
"controlled  a  very  large  part— more  than  a  majority— 
of  the  bridge  construction  of  the  United  States";  and 
alleges  that  "the  said  American  Bridge  Company  had 
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acquired  and  exercised  a  practical  monopoly  in  the 
bridge  business  of  the  United  States"  (P.,  24  and  25). 
The  Answer  denies  both  these  allegations  (A.,  20).  The 
Petition  alleges  that  the  purpose  and  effect  of  the  for- 
mation of  the  American  Bridge  Company  was  a  com- 
bination in  restraint  of  trade  and  an  attempt  to  monopo- 
lize and  a  monopolization  of  trade  (P.,  25) .  The  Answer 
denies  this,  and  alleges  that  the  formation  of  the  Ameri- 
can Bridge  Company  was  brought  about  and  induced 
in  part  by  a  desire  to  create  a  large  company  for  the 
fabrication  and  erection  of  structural  steel  work  with  a 
rolling  mill  which  could  furnish  at  least  a  substantial 
portion  of  the  structural  shapes  required;  in  part  by  the 
fact  that  the  great  growth  in  the  use  of  structural  steel 
and  the  size  and  character  of  the  structures  built  there- 
with required  larger  capital  and  greater  skill  than  could 
be  commanded  by  small  concerns;  and  in  further  part 
by  the  great  advantage  of  having  separate  shops  located 
in  different  sections  of  the  country  from  which  fabri- 
cated structural  steel — the  most  difficult  of  all  steel 
products  to  transport — could  be  readily  and  cheaply 
delivered  to  the  place  of  erection  (A.,  21).  The  Answer 
further  alleges  that  the  formation  of  the  American 
Bridge  Company  left  in  full  force  fair  and  wholesome 
competition,  which  has  ever  since  increased  until  the 
competitors  of  that  company  now  produce  seventy  per 
cent.  (70%)  of  the  bridge  and  structural  steel  work 
fabricated  in  the  United  States  (A.,  21). 

The  Government  put  in  evidence  minutes  of  a  meet- 
ing of  directors  of  the  American  Bridge  Company  on 
May  10,  1900,  where  it  was  reported  that  Ladd  found 
himself  unable  to  cause  to  be  conveyed  to  the  Company 
ten  concerns  whose  acquisitions  had  been  contemplated. 
An  amount  determined  by  appraisal  was  thereupon  de- 
ducted from  the  price  agreed  to  be  paid  Ladd  (G.  E., 
II,  890-93). 

On  the  issue  of  competition  among  the  companies 
whose  stocks  or  properties  were  acquired  by  the  Ameri- 
can Bridge  Company,  the  witnesses  differed  somewhat 
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in  their  estimates  as  to  the  relative  size  and  importance 
of  the  various  companies  acquired,  the  character  of  the 
business  to  which  their  plants  were  best  adapted  and 
the  extent  of  the  territory  in  which  they  could  compete 
upon  favorable  terms;  but  there  was  no  great  variance 
in  the  testimony  either  among  the  witnesses  called  by 
the  Government  or  between  them  and  the  witnesses  for 
the  Defense.  They  were  substantially  agreed  that  among 
the  companies  acquired  there  were  from  four  to  six 
materially  larger  than  the  rest  which  competed  through- 
out the  United  States  upon  work  of  a  similar  character. 
The  other  companies  acquired  were  smaller  concerns 
competing  in  a  more  or  less  limited  territory  and  con- 
fining their  business  in  the  main  to  certain  classes  of 
product,  such  as  railway  bridges,  or  other  structures  of 
a  particular  character  (Dean,  K.,  II,  762,  et  seq.;  Mar- 
shall, K.,  II,  904,  et  seq.;  Reynders,  E.,  IV,  1492,  et  seq.; 
Roberts,  R.,  II,  892;  Davis,  R.,  XV,  5941,  et  seq.) 
These  same  witnesses  were  also  substantially  agreed 
as  to  the  number,  size  and  character  of  the  com- 
panies engaged  in  the  bridge  and  structural  steel 
business  which  were  not  acquired  by  the  Amer- 
ican Bridge  Company.  J.  V.  W.  Reynders,  Vice- 
President  of  the  Pennsylvania  Steel  Company,  a 
witness  for  the  Government,  gave  a  list  of  thirty-six 
concerns  engaged  in  the  bridge  and  structural  steel  busi- 
ness which  were  not  acquired  with  the  twenty-seven  that 
went  into  the  Bridge  Company.  All  of  these,  both  large 
and  small,  he  declared,  were  more  or  less  in  competi- 
tion with  one  another  (R.,  IV,  1490).  In  addition  there 
were  seventy  other  concerns  classed  as  fabricating  works 
which,  on  account  of  their  local  character  and  small 
output,  the  witness  did  not  include  as  ordinary  com- 
petitors. Arthur  L.  Davis,  an  officer  of  the  American 
Bridge  Company,  twenty-four  years  in  the  bridge  and 
structural  steel  business,  produced  a  list  of  fabricating 
plants  in  existence  at  the  time  the  Bridge  Company  was 
organized  which  were  not  acquired  by  it,  with  estimates 
of  their  individual  capacities  in  net  tons  of  all  classes 
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of  structural  work  (D.  E.  89,  III,  365).  This  list  shows 
seventy-eight  fabricating  shops  which  were  not  acquired 
by  the  Bridge  Company.  While  many  of  these  were 
small  concerns,  six  are  classed  as  large  concerns  capable 
of  fabricating  any  class  of  work.  The  nature  of  the 
business  made  it  possible,  under  particular  circum- 
stances, to  fabricate  structural  steel  work  of  a  character 
for  which  they  did  not  ordinarily  compete  (R.,  XV,  5932), 
or  in  a  territory  where  they  were  ordinarily  at  a  dis- 
advantage (E.,  II,  852).  Davis  testified  that  in  1900  all 
of  the  bridge  work  built  in  this  country  could  have 
been  built  by  the  concerns  which  were  not  acquired  by 
the  American  Bridge  Company;  they  had  the  facilities 
and  capacity  for  doing  the  work. 

The  allegations  of  the  Petition  with  respect  to  the 
proportion  of  the  business  done  by  the  companies  which 
were  acquired  refer  only  to  "bridge  construction"  (P., 
24)  and  "bridge  business"  (P.,  25),  which  terms  may  or 
may  not  have  been  intended  to  include  the  entire  field  of 
bridge  and  structural  steel  work.  This  may  explain  some 
differences  in  the  testimony  of  the  witnesses  concerning 
the  proportion  of  the  business  done  by  the  concerns  which 
were  acquired.  Dean,  a  Government  witness,  estimated 
that  from  sixty  to  seventy-five  per  cent,  of  the  plain  mill 
work  made  at  that  time  went  into  the  American  Bridge 
Company  (R.,  II,  770-2).  Marshall,  another  witness  for 
the  Government,  gave  it  as  his  opinion  that  when  the 
American  Bridge  Company  was  formed,  they  absorbed 
about  seventy-five  per  cent,  of  the  competitive  business  in 
bridge  or  structural  work  (R.,  II,  932).  Milliken,  a  wit- 
ness for  the  Government,  said  that  the  concerns  mentioned 
(those  acquired)  were  able  to  do  about  eighty  per  cent,  of 
the  total  heavy  work  in  the  United  States  (R.,  IV,  1597)  ; 
but  when  he  came  to  estimate  the  percentages  of  these 
companies  individually,  the  aggregate  of  his  estimates 
equalled  one  hundred  and  sixteen  per  cent.  (R.,  IV,  1609) . 
The  only  two  witnesses  who  gave  full  lists  of  the  concerns 
upon  which  their  estimates  as  to  percentages  were  based 
were    Reynders,    a   witness    for    the    Government,    and 
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Davis,  a  witness  for  the  Defense.  After  giving  the  names 
of  the  concerns  which  were  acquired  and  those  which 
were  not,  Reynders  estimated  the  proportion  of  the  ton- 
nage produced  by  the  plants  which  were  acquired  at  fifty- 
four  per  cent,  of  the  total.  He  stated,  however,  that 
this  did  not  take  into  account  a  substantial  aggregate 
tonnage  produced  in  small  amounts  by  the  seventy  con- 
cerns not  acquired  which  he  did  not  class  as  regular  com- 
petitors (R,  IV,  1493).  On  cross-examination,  he  stated 
that  of  the  total  production  the  plants  acquired  possessed 
slightly  in  excess  of  forty  per  cent.  (E.,  IV,  1510).  This 
accords  with  the  estimate  of  Davis,  who  produced  lists 
of  the  concerns  upon  which  his  estimates  were  based 
(D.  E.,  Ill,  365-7).  According  to  these  lists,  the  com- 
panies acquired  had  forty-four  per  cent,  of  the  aggregate 
capacity  of  the  country  in  total  tonnage  of  fabricated 
structural  steel  work,  including  all  classes  of  bridge  and 
structural  work.  This  estimate  is  further  supported  by 
the  testimony  of  Mr.  Roberts,  the  first  president  of  the 
American  Bridge  Co.,  who  said  that  at  the  time  of  its 
formation  it  did  about  38  to  40  per  cent,  of  the  business  in 
the  lines  in  which  it  was  engaged  (R.,  II,  873-4). 

The  Government  witness,  Milliken,  testified  that 
Ladd  said  one  of  the  results  of  the  organization  of  the 
Bridge  Company  would  be  the  elimination  of  a  certain 
amount  of  competition  (R.,  IV,  1600),  and  it  was  shown 
that  some  of  the  persons  who  sold  out  to  the  organizers 
of  the  Bridge  Company  agreed  not  to  go  into  the  busi- 
ness again  for  a  period  of  twenty  years  (G.  E.,  IV, 
1452). 

Percival  Roberts,  Jr.,  formerly  President  of  the  A.  & 
P.  Roberts  Company,  testified  with  respect  to  the  forma- 
tion of  the  American  Bridge  Company  as  follows: 

"The  purpose  of  the  formation  of  the  American 
Bridge  Company  was  simply  along  the  lines  of 
economical  shop  management,  and  "had  no  refer- 
ence whatever  to  any  monopoly  or  to  securing  the 
entire  industry  of  the  country.  The  plants  which 
became  a  part  of  the  American  Bridge  Company 
were  believed  to  be  in  a  position  to  be  operated 
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more  economically  as  a  combined  whole  than  as 
independent  units,  and  the  foundation  of  that  com- 
pany was  the  securing  of  a  steel  works  whereby 
they  could  obtain  to  a  large  extent  the  control 
of  their  raw  material  for  fabrication,  the  basis  of 
practically  all  structural  contracts  being  one  of 
time,  the  time  of  delivery  being  the  most  important 
factor  in  practically  90  per  cent,  of  all  contracts 
taken.  These  independent  units  found  themselves 
at  that  time  in  a  very  disadvantageous  position, 
due  to  the  fact  that  the  large  steel  plants  were 
commencing  to  do  their  own  fabricating,  whereby 
they  were  enabled  to  control  their  rolling  mill  sup- 
plies, and  make  such  deliveries  as  these  inde- 
pendent fabricating  shops,  having  no  control  over 
the  raw  material,  could  not  do. 

There  was  also  another  reason  for  it,  namely, 
that  contracts  were  increasing  so  rapidly  in  mag- 
nitude that  as  independent  units  they  were  unable 
to  secure  sufficient  working  capital  to  enable  them 
to  fabricate  these  large  tonnages"  (R.,  II, 
874-5). 

Mr.  Roberts  said  that  his  concern,  the  Pencoyd  Iron 
Works,  was  purchased  for  the  purpose  of  furnishing  the 
desired  steel  works  for  the  other  companies  acquired  by 
the  American  Bridge  Company,  which  were  merely  inde- 
pendent fabricating  shops  without  steel  works  of  their 
own  (R.,  II,  891). 

The  Government  introduced  minutes  of  directors  of 
the  Carnegie  Steel  Co.  under  date  of  April  9,  17  and  23, 
1900  (G.  E.,  VI,  1867-71;  II,  435-9),  containing  extended 
discussions  of  the  sale  of  Carnegie's  Keystone  Plant  to 
the  Bridge  Co.,  and  the  proposed  plan  of  organization  of 
the  latter  as  understood  by  the  Carnegie  directors.  That 
discussion  is  too  extended  for  insertion  here,  but  will  be 
found  in  full  in  the  exhibits  mentioned. 

The  Government  also  introduced  documents  con- 
nected with  the  organization  of  the  American  Bridge  Co., 
including  the  syndicate  agreement  (G.  E.,  IX,  2393-2401), 
list  of  syndicate  participants  (S.  E.,  II,  82-4),  and  some 
of  the  vendors'  contracts  (G.  E.,  IV,  1457-66),  for  which 
reference  is  made  to  the  record. 

Digitized  by  Microsoft® 


560 

Reference  to  the  record  (G.  E.,  I,  338-47;  VII,  2020, 
Iron  &  Steel  Works  Directory  for  1898)  is  also  made 
for  a  list  of  bridge  and  structural  steel  works  in  the 
United  States  at  that  time,  which  was  introduced  by  the 
Government. 

For  a  description  of  the  conditions  in  the  iron  and 
steel  industry  at  this  time  that  induced  consolidation,  see 
the  testimony  of  Mr.  Roberts  on  pages  530  to  532  hereof, 
respecting  the  organization  of  the  National  Tube  Com- 
pany. 

The  Government  offered  in  evidence  an  agreement 
dated  April  30,  1900,  between  the  Bridge  Co.  and  the 
Carnegie  Steel  Co.,  whereby  the  former  undertook  for 
a  period  of  ten  years  to  purchase  from  the  latter  fifty- 
one  per  cent,  of  its  requirements  of  rolled  shapes,  and 
seventy-five  per  cent,  of  its  requirements  of  plates  and 
bars  at  the  prevailing  market  prices.  On  its  part  the 
Carnegie  Steel  Co.  agreed  that  it  would  not  manufacture 
or  sell  the  kinds  of  fabricated  structures  for  which  such 
shapes,  plates  and  bars  were  purchased  by  the  American 
Bridge  Co.  during  the  continuance  of  the  contract,  so 
long  as  the  Bridge  Co.  should  manufacture  two-thirds 
of  all  such  structures  erected  in  the  United  States 
(G.  E.,  II,  896).  From  minutes  of  directors  of  Carnegie 
Steel  Co.,  April  9,  1900,  offered  in  evidence  by  the 
Government,  it  appears  that  the  making  of  this  con- 
tract was  one  of  the  terms  of  the  purchase  of  the  Key- 
stone plant  by  the  American  Bridge  Co.  from  Carnegie 
(G.  E.,  VI,  1867-8). 

The  Defendant  offered  in  evidence  a  list  of  com- 
petitors of  the  American  Bridge  Company  on  May  15, 
1911,  showing  a  total  of  374  competitors  whose  combined 
capacity  was  more  than  double  that  of  the  American 
Bridge  Company,  the  latter  being  a  little  less  than  thirty 
per  cent,  of  the  total  capacity  of  the  country  (D.  E.,  I, 
118). 
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APPENDIX. 

CUSTOMER    AND    COMPETITOR    WITNESSES    ON    THE    SUBJECT 


NAME. 


EASTERN  STATES. 

Assmann,  Franz  A.,  Pres.,  Standard  Tin  Plate 
Co.,  formerly  Pres.,  American  Can  Co., 
family  large  stockholder  in  Continental 
Can  Co  , 


Union    Drawn 
Pa.,    mfr.  steel 


Beegle,  Frederick  N.,  Pres. 
Steel  Co.,  Beaver  Falls, 
shafting  &  shapes 

Bloss,  Otto  J.,  Buyer  for  Reliance  Architec- 
tural Iron  Works,  Brooklyn,  fabricator  of 
structural  and  ornamental  iron  work 

Buschman,  Solomon  L.,  P.  A.,  Shalita  Bros., 
New  York,  mfr.  tin  cans 


Campbell,  Clarence  L.,  P.  A.,  Corn  Products 
Refining  Co 

Patchings,  Waddill,  in  charge  of  Milliken 
Bros.,  New  York,  steel  fabricators,  June, 
1907,  to  Oct.,  1909 

Ohalfant,  Henry,  Pres.,  Spang,  Chalfant  & 
Co ' 

Ohilson,  Edward  N.,  Mgr.  of  Purchases,  J.  G. 
White  Cos.,  New  York,  engineers  and 
contractors  

Clinch,  Alfred  D.,  of  Underhill,  Clinch  &  Co., 
New  York,  merchant 

Collins,  Willard  R.,  A.  P.  A.  and  P.  A.,  Erie 
Railroad   

Cook,  Walter  W.,  of  firm  of  Horace  T. 
Potts  &  Co.,  Philadelphia,  wholesale  mer- 
chant  

Cooper,  Hugh  E.,  Pres.,  National  Sheet  Metal 
Roofing  Co.,  Jersey  City,  mfr.  roofing.. 

Cooper,Samuel  G.,  Pres.,  Banning,  Cooper&Co., 
Ltd.,  Pittsburgh,  iron  and  steel  merchant. 

Crane,  William  M.,  Pres.,  William  M.  Crane 
Co.,  New  York,  mfr.  gas  appliances. . . . 

Crawford,  Edwin  R.,  Pres.,  McKeesport  Tin 
Plate  Co.,  mfr.  tin  plate 

Curry,  John  P.,  Pres.,  John  P.  Curry  Mfg.  Co., 
Riverside,    Conn.,    mfr.     wire     tie,    Jan. 
1909,  to  June,  1913,  member  of  Clifford  L. 
Miller  Co 


Billets  and  Sheet 
&  Tin  Plate  Bars. 


7565-9,  82,  91-8.D.  E. 
118,  V.  5,  p.  440, 
G.  E.  441-2,  V.  13, 
pp.  2785-95 


7780-1,  4 


Plates  and  Skelp. 


7780-1,  4 


7524-5,    7-8,  32 


Structural. 


Plain. 


'524-31 


Fabricated. 


Merchant  Bars 
Hoops, 
Bands  and  Angli 


8049-56 .... 

7780-1,  5-6 


8855,  7,  68,  70 
11693-11701 


8855,  7,  70 


8176-80,  6-7 


Day,  Arthur  H.,  Sec,  National  Pipe  Bending 
Co.,  New  Haven,  mfr.  hot  water  heaters. 

Dean,  John  Sterling,  of  Phcenix  Bridge  Co 
and  Phcenix  Iron  Co.,  Phcenixville,  Pa., 
steel  fabricators 

Donally,  Alvin  J.,  Pres.,  Cook  Spring  Co., 
New  York,  mfr.  springs 

Donner,  Wm.  H.,  Pres.,  Cambria  Steel  Co  . 


12029-31 


Ferguson,  John  W.,  of  John  W.  Ferguson  Co., 
Paterson,  N.  J.,  engineer  and  contractor. . 

Fishel,  Mark,  New  York,  Sec,  Universal  Cas 
ter  &  Foundry  Co.,  mfr.   casters,  etc 

Follansbee,    B.    G.,    Follansbee  Brothers   Co. 
mfr.  tin  plate  and  sheet  steel 

Froment,  Eugene  McK.,  New  York,  merchant. 


Gallagher,  Joseph  D.,  V.  P.,  American  Brake 
Shoe  &  Foundry  Co.,  mfr. ,  plants  at  Union 
town,  Pa.,  and  8  other  places 

Garland,  Robert,  Pres.,  Garland  Nut  &  Rivet 
Co.,  Pittsburgh,  mfr.  nuts  and  rivets 

Glass,  David  N.,  P.  A.,  Booth  &  Flinn  and 
William  Flinn  interests,  Pittsburgh,  con- 
tractors   


12029-31 


12029-31 


7242,  4,  6  s 


10068-72,  4-6,  80 


7242-3,  6-7,  51-2 


Digitized  by  Microsoft® 

10210,  2,  7,  21 


10212,  7,  22 


7366-7,  70   1,  SI 


7366-7,  74,  82-7 


8855-7,  61-2,  6 
11693-6 


771,  4,  6,  803,  6,  12 


12029-31 


7230-4 


8559,  62 
12029-31 


7478-81,  94-7,  5< 


10210,  2,  7 


7242-5,  8-52 

10068-72,  74-80 
8042-4 

10211-2,  7 


561 


APPENDIX. 

MER    AND    COMPETITOR    WITNESSES    ON    THE    SUBJECT    OP    COMPETITION. 


Skelp. 

STEtrOTUEAi. 

Merchant  Bars, 

Hoops, 

Bands  and  Angles. 

Tin  Plate 
and 

Sheet  Steel. 

Pipe,  Tubes, 

Valves  and 

Fittings. 

Wire  Products, 

including 

Wire  Rods. 

Specialties,  including 
Steel  Piling,  Spikes,  Tie 

Plates,  Axles,  Wheels, 

Girder   and   Light  Bails, 

and  Horseshoes. 

Plain. 

Fabricated. 

7565-6,  71-3,  6 

8049-50,  4-6 

7780-1, 4 

7780-1,  5-6 

7146-7,  50 

10029  30,  2,  8  43,  Sp. 

7148 

32 

7524-31 

Ex.     11-14,    V.     3. 
pp.  103-6 

2470-4,  80-1 
7366-70,  6  9,  87,  9-90 

7366-7,  70-1,  81 

7366-7,  74,  82-7 

7366-7,     71-4,     81-2, 

91-3 
7252-62,  6-71 

8855,  7,  62-3,  6-7 

70 

8855,  7,  70 

8855-7,  61-2,  6 
11693-6 

8855,  7,  65-6,  70 

8855,  7,  70 

11693-6,  701 
7353-4,  6-7,  63 

8847,  9,  51 
1782-3 

8847,  9-50,  3 

7186-9 

7224,  8 

7224-7,  9-30 

771,  4,  6,  803,  6,  12 

8559,  62 
12029-31 

8559-63,  5 
12029-31 

12029-31 

12029-31 
7230-4 

12029-31 

7478-81,  94-7,  501 

7479,  81-93,  501-2 

1814 

7242-4,  8,  52 

7242-3,  6-7,  51-2 

7242-5,  8-52 

10068-72,  74-80 
8042-4 

10211-2, 7  Digitize 

6   80 

8042-3,  5-7 

}[ 

10212,  7,  22 

10210,  2,  7 

W&Mfepsoft® 

10210-5 
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CUSTOMER    AND    COMPETITOR    WITNESSES    ON    THE    SUBJECT    OF    COMPETITION— (Continued), 


NAME. 


EASTERN  STATES. 

Goddard,  Harry  W.,  Pres.,  Spencer  Wire  Co., 
Worcester,  Mass.,  rafr.  wire  products 

Gordon,  Frank  H,  G.  S.  A.,  Lukens  Iron  & 
Steel  Co.,  Coatesville,  Pa 

Griffiths,  William  H.,  Pres.,  Griffiths  Charcoal 
Iron  Mills,  Washington,  Pa.,  rafr.  terne 
plate  and  sheet  iron 

Grimm.  Edward  F.,  Buyer  for  Thomas  C. 
Jenkins  Grocery  Co.,  Pittsburgh,  wholesale 
merchant 

Groff,  Franklin  L.,  Pres.,  Foster  Bros.  Mfg.  Co. 
Baltimore  and  four  other  places,  mfr.  beds 


Haines,   Albert  P.,  Buyer  for  Link   Belt  Co., 

Philadelphia 

Haines,    John   L.,    Asst.    to   V.-P.,    Jones    & 

Laughlin 

Hallett,  Warren  N.,   P.   A.,  Postal  Telegraph 

&  Cable  Co.,  New  York 

Hassinger,  Louis,  Pres.,  John  Trageser  Steam 

Copper  Works,    New    York,   mfr.    boilers 

and  tanks 

Hawes,  Fred  L  ,  Buyer  for  Trernan,   King  & 

Co.,  Ithaca,  N.  Y.,  merchant 

Heard,  George,  Pres.,  Natural  Gas  Co.  of  W. 

Va.,  Pittsburgh,  natural  gas  business 

Hinkle,  Eugene  E.,  of  Hinkle  Iron  Co.,  New 

York,  steel  fabricator 

Hogan,  Percy  F.,  New  York,  merchant 

Horner,  William  S.,  Dist.  Mgr.  in  Pittsburgh, 

and  Director  in  American  Rolling  Mill  Co., 

Middletown,  Ohio 

Horowitz,  Louis  J.,  Pres.,  Thompson-Starrett 

Co.,  New  York,  building  contractor 

Hulshizer,  William  C,  P.  A.,  Harold  McCalla, 

Philadelphia,  merchant 


Inman,  Harry.  P.  A.,  Railway  Steel  Spring  Co. 

Jamison,  John  M.,  Pres.,  Jamison  Coal  &  Coke 
Co.,  Pittsburgh 

Jay,  John  C,  Jr.,  G.  M.  S.,  Pennsylvania  Steel 
Co.  and  Maryland  Steel  Co 

Johnson,  Oliver  J.,  Pres.,  Wheeling  Can  Co., 
Wheeling,  W.  Va.,  mfr.  cans 


Keiner,  Henry  A.,  of  Keiner-Williams  Stamp- 
ing Co.,  Brooklyn,  mfr.  soda  water  tanks, 
milk  cans,  etc.;  formerly  in  same  business 
in  Baltimore 

King,  Willis  L.,  Vice-Pres.,  Jones  &  Laughlin.. 

Kober,  William  A.,  P.  A.,  H.  J.  Heinz  Co., 
mfr.  food  products,  Pittsburgh 


Landis,  John  D.,  P.  A.,  Philadelphia  &  Read- 
ing Railway  Co.  and  Central  Railroad  of 
New  Jersey  and  two  coal  companies 

Landstreet,  Fairfax  S.,  New  York,  V.-P.,  Con- 
solidation Coal  Co.,  Pres.,  New  York  Dock 
Co.  and  New  York  Dock  Railway  Co 

Lehman,  Albert  L.,  G.  M.,  Blaw  Steel  Con- 
struction Co.,  fabricator  of  steel. ....... 


Billets  and   Sheet 
&  Tin  Plate  Bars. 


7851-2,  54-60,  70 


8029-31 


8135-8,  51 


7966-8 


2120-1 


Plates  and  Skelp. 


11717-26,  8-9,  D.  E., 
192,  V.  8,  p.  626 

8029-31 


8029,  31. 


2120-1 


8871-4,  86,  8 


10081,  4,  6-9,  101,  4-6 
10003-8 


Stbucttjbal. 


Plain. 


8929-31,  41-2 


7135-8,  40-3 


7966-72,  4 


2120-1 


8871-5,  83,  7 


Fabricated. 


7427-33 


7966-9 


2120-1 


10081,  103-4 


10081,  4,  6-9,  99-100 

10003-5,  13-43/g/fektf  fry  r 


Merchant  Bars, 

Hoops, 

Bands  and  Angles. 


11717-21,  9-30,  D.  E., 
192,  V.  8,  pp.  626-7 
802D-31,  3,  5-6 


7537,  41-2,  58,  60-1,  3 

8135-6,  10-1,  4,  7-54, 
G.  E.,  469-71,  V  13, 
pp.  2796-807 


7967-S,  74-5,  89 


7105-6,  8 
2120-1 


8871-4,  7,  80-1 


10081,  4,  7-9,   98 


Tin  Plate 
and 

Sheet  Steel. 


1733,  49,  52,  4-5,  8-64 


11717-20,  9  30,  D.  E., 
192,  V.  8,  pp.  626-7 
8029-31 


7336-7,  9-41,  50 
10224-5,7-9,31-2,8-9 


9802-6,  10,  12-4 


9835-9,  45,   8-62,  Sp 
Ex.  10,  V.  3,  p.  102 


7105-9,  13 
2120-1 

9863-7 


8871-4,  88-91 

100081,  6,  8-9 
10003-4,  6,  14-5 


Pipe,  Tubes, 

Valves  and 

Fittings. 


7159-60,  5-6,  8-9 


8029-31 

7074-7,  9-84 


10224-6 
10182,  4-5,  201 


8871,  3-4,  98 


Wire  Products, 
including 
Wire  Rods. 


7393-405,  8-9,  12,  8-9 


9918-21,  5-32 
159-63,  8-9 


10224-5,  9,  31-8,  41-3 


7449-50,  3-5,  8-60 


7537-40,  4-56 


2120-1 


8871-4,  97-8 


Specialties,  including 
Steel  Piling,  Spikes,  Tie 

Plates,  Axles,  Wheels, 

Girder  and  Light   Kails, 

and    Horseshoes. 


8029-31 


8172-5 
966,  8 


2120-1 


563 


CUSTOMER    AND    COMPETITOR    WITNESSES    ON    THE    SUBJECT    OF    COMPETITION— (Continued). 


NAME. 


EASTERN  STATES. 

Lewinson,  Maxymilian,  New  York,  consulting 
engineer  and  contractor 

Lippincott,  James,  V.-P.  &  G.  M.,  West  Leech- 
burg  Steel  Co 

Logan,  Hugh  W.,  Buyer  for  F.  L.  Smidth  & 
Co.,  New  York  and  Copenhagen,  builder. 

Lowther,  Harry  F.,  A.  P.  A.,  Delaware,  Lack- 
awanna &  Western  Railroad 

Lukens,  William  W.,  Sec,  Alan  Wood  Iron  & 
Steel  Co.,  Philadelphia 

Lynch,  John  E.,  G.  M.,  Hodge  Boiler  Works, 
Boston,  mfr.  boilers  and  tanks 


7948-51 


7786-7,  94-5 


Maharg,  Robert  J.,  Pres.,  Selzer-Klahr  Hard- 
ware Co.,  Philadelphia,  merchant 

Manchee,  Wilfred  A.,  Mgr.,  Newark  Spring 
Mattress  Co.,  Newark,  N.  J 

Marsh,  Charles  T.,  G.  P.  A.,  Gulf  Refining 
Co.  and  Gulf  Pipe  Line  Co.  and  8  other 
companies,  Pittsburgh,  oil  producers 

Marshall,  C.  D.,  of  McClintic-Marshall  Con- 
struction Co . , 

Marshall,  Howard,  A.  P.  A.  and  P.  A.,  E.  W. 
Bliss  Co.,  Brooklyn,  mfr.  machinery 

Mason,  Edward  H.,  Pres.,  Mason  Mfg.  Co., 
since  1908,  previously  G.  M.,  Oakdale  Mfg. 
Co.,  Providence,  R.  I.,  mfr.  tin  cans  and 


pails 

Mauck,  Victor,  Pres.,  John  Wood  Mfg.  Co., 
Conshohocken,  Pa.,  mfr.  boilers  and  tanks. 

McClelland,  Dil worth  B.,  V.-P.,  Spang,  Chal- 
f ant  &  Co 

McKinney,  Edward  N.,  of  James  McKinney  & 
Son,  Albany,  mfr.   steel   work  for  build- 


ings. 


McKinney,  Louis  C,  Pres.,  Titusville  Iron  Co., 
mfr.  boilers  and  oil  well  machinery 

Menges,  Henry  J.,  Buyer  for  Joseph  Wood- 
well  Co.,  Pittsburgh,  merchant 

Milliken,  Foster,  formerly  of  Milliken  Bros., 
New  York,  steel  fabricators 

Moler,  William  G.,  Mgr.,  Eastern  Division  of 
Corrugated  Bar  Co.,  1908-12,  New  York.. 

Montgomery,  Harry  S.,  P.  A.,  Lehigh  Valley 
Railroad 


Norstrand,  Hans  P.  G.,  Gen.  Supt.,  Rath  bone, 
Sard  &  Co.,  Albany,  mfr.  stoves 

Northrop,  Henry  S.,  of  Northrop,  Coburn  &. 
Dodge  Co.,  New  York,  mfr.  stamped  steel 
ceiling 


Olmsted,  John  M.,  V.-P.,  Buffalo-Pitts  Co., 
Buffalo,  mfr.  agricultural  machinery  and 
road  engines 


Pahl,  August,  P.  A.,  Hammaeher-Schlemmer 
Co,,  New  York,  merchant 

Parker,  Edward  L.,  G.  M.,  Columbia  Steel  & 
Shafting  Co.,  Pittsburgh,  since  1911;  pre- 
viously connected  with  a  subsidiary  com 
pany  at  Detroit,  mfr.  steel  shafting 

Peters,  Edward  V.,  P.  A.  and  G.  P.   A.,  New 
Jersey  Zinc  Co.,  New  York,  mfr 

Plumb,  Fayette  R.,  Pres.,  Fayette  R.  Plumb, 
Inc.,  mfr.  tools,  Philadelphia  &  St.  Louis. 


Billets  and  Sheet 
&  Tin  Plate  Bars. 


740-3 


10203-5 


8823-1,  6-7,  34-6,  D. 
E.  145,  V.  7,  p.  555 


Plates  and  Skelp. 


11544-5,51-3,6-7,61 
70 


STBUCTTFBAIi. 


Plain. 


7049,  53 


7830-1 
10204-5,  9 

9962-7,  83 
8014-5,  24 


8823-4,  7-8,  38,  D.  E. 
147,  V.  7,  p.  555 


10136-40,3-5,59 


7113-5,  7 


9962-7,  70-1,  9-80 


8823-4,    7-8,     D.     E 
145,  V.  7,  p.  557 


Fabricated. 


7947-8,  51 
7604-6,  10-5 
11544-5,  52,  8,  61-70 


7198-200 


897-8,    900,  10,  2-31. 
7,  9-48,  52 


7740-5,  8-9,  52-79 


1590-4,  6-9,  612-8,  26 
33,  42,  6-8,  54-5,  61 


8S23-4,  6-9,  D.  E.  146, 
V.  7,  pp.  556-7 


10136-8,  40,  4-5,  74-5 


71  U 


Merchant  Bars, 

Hoops, 

Bands  and  Angles. 


9962-4,  9-71,  9,  82-3 


7658-63 

8824,  7,  D.  E.  145, V 
7,  pp.  557-8 


Tin  Plate 
and 

Sheet  Steel. 


11544-5,7-8,55-6,60- 

70 
7786-7,  9-93 


7198,  203 


7740-3 

7461-5,  9-73,  5,  8 
7830-2,  6-7 


9962-3,  8 


8823,   5-7,  D.  E.  145, 
V.  7,  p.  555 


9986-7,  10001 
7169-76,  9 


10136-45,  7-76 


3-5, 20, 5-QigMi2^tw  Microsoft  § 


7997-8004,  6,  10-2 


11731-4,  43-4 


Pipe,  Tubes 

Valves  and 

Fittings. 


'420,  2 


7198-201,  13-6,  22-3 


10130-3,  6 


10203-10 


8014,  6,  26,  8 


8823-4,  6-7,  D.  E.  145, 
V.  7,  p.  555 


7113-6,  8-9,  25-7 


Wire  Products, 

including 

Wire  Bods. 


11544-5,  50,  3-4 


7648-9,  52-5 

7198,  200-3,    10-3,   8- 
22 

10130-5 


9945-8,  50,  7-60 


8823-6,  8-9,  D.  E. 145, 
V.  7,  p.  555;  D.  E. 
146-82,  V.  7,  pp. 
559-609 


Specialties,  including 
Steel  Piling,  Spikes,  Tie 

Plates,  Axles,  Wheels, 

Girder  and  Light  Bails, 

and  Horseshoes. 


11544-51,  3-4,  61-70 


8823-9,  D.  E.  145,  V. 
7;  555  et  seq.;  D. 
E.  146-82,  V.  7,  pp. 
559-609 


7040-9 


7113,  7-8,  25-6 


CUSTOMER    AND    COMPETITOR    WITNESSES    ON    THE    SUBJECT    OF    COMPETITION— (Continued). 


NAME. 


EASTERN  STATES 

Provost,  John   P.,  V.-P.  Union  Electric  Co., 
Pittsburgh,  mfr 


Randal),  Frederick  K.,  G.  M.,  Brooklyn  Metal 
Ceiling  Co.,  mfr.  ceiling,  Brooklyn 

Reed,  Morton  W.,  P.  A.,  American  Tobacco 
Co.,  New  York 

Replogle,  J.  Leonard,  V.-P.  and  G.  M.  S.,  Cam 
bria  Steel  Co 


Repp,  Robert  M.,  Mgr.,  Logan-Gregg  Hard- 
ware Co..  Pittsburgh,  merchant 

Reynders,  J.  V.  W.,  V.-P.,  Pennsylvania  Steel 
Co.,  for  6  years,  15  years  previously  in 
charge  of  Bridge  Department 


Rindsfoos,  Charles  S.,  Sec,  Foundation  Co., 
Brooklyn,  general  contractor 


Roberts,  Percival,  Jr.,  Director  of  United  States 
Steel  Corporation 


Robertson,  Harold  H.,  Pres.  or  G.  M.,  Asbestos 
Protected  Metal  Co.,  Beaver  Falls,  Pa., 
mfr.  building  material 

Rogers,  William  O.,  Jr.,  Jersey  City,  mfr. 
bedsteads 


Samuels,  Robert  D.,  P.  A.,  National  Enameling 
&  Stamping  Co.,  New  York,  plants  at  6 
places 

Schwab,  C.  M.,  Pres.,  Bethlehem  Steel  Co.  . 

Shafer,  William  B.,  Jr.,  V.-P. ,  Alfred  E.  Nor- 
ton Co.,  Boonton,  N.  J.,  steel  fabricator. . 

Smith,  Cameron  C,  Pres.,  Union  Steel  Cast- 
ing Co.,  Pittsburgh,  mfr 

Smith,  Herbert  Sanborn,  G.  S.  A.,  Lackawanna 
Steel  Co.,  1905-10 

Smith,  William,  Mgr.,  John  Hassall,  Inc 

Spangler,  Harrison  G.,  P.  A.,  McKinney  Mfg. 
Co.,  Pittsburgh,  mfr.  hardware 

Sprong,  J.  White,  P.  A.,  Delaware  &  Hudson 
Co 

Starrett,  Paul,  Pres.,  George  A.  Fuller  Co., 
New  York,  building  contractors 


Taylor,  Charles  G.,  A.  P.  A.,  Westinghouse 
Electric  &  Mfg.  Co.,  Pittsburgh,  mfr.  elec- 
tric Supplies 

Taylor,  George  W.  K.,  of  McMann  &  Taylor 
Co.,  New  York,  merchant 

Todd,  William  H.,  V.-P.  or  Pres.,  Robins  Dry 
Dock  &  Repair  Co.,  Brooklyn,  repairing 
and  building  ships 

Topping,  John  A.,  Chairman  of  the  Republic 
Iron  &  Steel  Co 

Trounstine,  John,  partner  in  Greenpoint  Metal 
lie  Bed  Co.,  New  York,  metallic  beds  and 
furniture 

Tuttle,  Charles  F.,  Buyer  for  Tuttle  &  Bailey 
Mfg.  Co.,  Brooklyn,  mfr.  registers  and 
ventilators 

Wales,  Chester  A.,  of  Federal  Signal  Co., 
Albany,  mfr.  railway  signals 


Billets  and  Sheet 
&  Tin  Plate  Bars. 


9576-7,  9,  92-4,  5, 
609-12 


7905-7,  38 


11997-8,  12005,  19-24 


...... 


Plates  and  Skelp. 


9576-7",   9,   92-4,  8, 
607-8 


7905-7,  11 


11374-9 


10017,  9-20,  4-5 


8694-6,  8-703 
11997-8,  12020,  2-3 


STBTJOTUEAIi. 


Plain. 


9576-7,  9,  89,  98,  609- 
11 


8786-90,  D.  E.  144,  V. 
6,  pp.  529-53 


4149-51 

7306-8,  10,  3-7,  9 


8696-7,  705 

11997-8,  12001-2,4-5, 
14-7 


Fabricated. 


9576-7,  9,  610-1 


1487-92,  6-50(1,  10, 
2-3,  21-3,  7,  9-32, 
5-6,  8-41 

8786-7,  90-1,  4,  6-9, 
809-12,  D.  E.  144, 
V.  6,  pp.  529-52 

844-5,  73-4,  6,  82-4, 
8,  90,  5-6,  1148-9, 
51-2,  5-6,  8-9,  60-1, 
5-98,  I).  E.  1-11, 
V.  1,  pp.  1-137 


8786-7,  9-95,  7-807, 
12-21,  D.  E.  143,  V. 
6,  pp.  483-528 


7841-9 


Digitized  by  Microsoft® 


Merchant  Bars, 

Hoops. 

Bands  and  Angles 


9579,  92-3,  5 


9039,  41-3,  8-52 


7502,  4,  8-9,  23-4 


7905-6 


10177-9 
11374-9 


10016-9 


11997-9,  12001-2,  20, 
2-3 

7151,  4-5,  7-8 


8189-94,  99-200 
7623-4,  32-9,  42-7 


Tin  Plate 

and 

Sheet  Steel. 


10112-5,  21-2 
7087,  90-2 


9868-71 


9039-40,  4-5 


7502-3,  6-7,  10 


11374-6,  9 


10016-7,  20-1,  3 


7151,  6,  8 


8189-91,  5-6 


Pipe,  Tubes, 

Valves  and 

Fittings. 


9933,  8,  41-2,  4 


11374-5,  8-9 


1198-9,  213-32,  G.  E 
92-6,  V.  1,  pp.  251- 
66 


11997-9,  12007,  20 


7151-4 


7623-5,  40-2 


Wire  Products, 
including 
Wire  Rods. 


Specialties,  including 
Steel   Piling,  Spikes,  Tie 

Plates,  Axles,  Wheels, 

Girder  and  Light   Bails, 

and  Horseshoes. 


9576,  96-7,  604-5 
10123-30 


9576,  83-6,  95-6,  8 


8786-90,  4,  820-1,  D. 
E.    142,  V.    6,    pp. 

464-82 


7502,  4-6,  9,  20-2,  4 


8063-6 


7615-20 
10177-81 
11374,  6,  9 


10016-8,  21-4 


7151,  4-5,  8 
8189-90,  4-5,  200 
7623-4,  7-8,  43-5 


4149-51 


11374,  6,  9 


11997-8,  12022-3 
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NAME. 


EASTERN  STATES. 

Weiss,  Jay  G.,  Works  Mgr.  for  Hyatt  Roller 
Bearing  Co.,  Newark,  mfr.  roller  bearings . 

Wemlinger,  Julius  R.,  Asst.  to  Sales  Mgr., 
Cambria  Steel  Co.,  1905-6,  and  Pres., 
Wemlinger  Steel  Piling  Co 

Wight,  Sydney  B.,  G.  P.  A.,  New  York  Cen- 
tral System,  previously  P.  A.  or  A.  P.  A. 
of  different  companies  in  system 

Winelander,  Emanuel,  of  Winelander  &  Jack- 
son, Brooklyn,  mfr.  steel  lined  tubing 

Wood,  Frederick  W.,  Pres.,  Maryland  Steel 
Co.,  Baltimore,  mfr.  rails  and  shapes 

Wright,  George  M.,  Pres.,  Wright  Wire  Co., 
Worcester,  mfr.  wire  products 

Wurster,  Frederick  W.,  of  F.  W.  Wurster  &  Co., 
Inc.,  Brooklyn,  rolling  mill  and  axle  works. 

Young,  Edward  M.  S.,  V.-P.,  Standard  Gage 
Steel  Co.,  Beaver  Falls,  from  1905-11  ex- 
cept few  months  Sales  Mgr.,  Allegheny 
Steel  Co 


SOUTHERN  STATES. 

Bowron,  James,  Pres.,  Gulf  States  Steel  Co., 
Birmingham,  formerly  V.-P.,  Tennessee 
Coal,  Iron  &  Railroad  Co 


Camp,  Warner  H.,  Mgr.,  Murray  Co.,  Atlanta, 
mfr.  cotton  gin  and  cotton  seed  oil  milling 
machinery 

Cole,  Madison  F.,  of  R.  D.  Cole  Mfg.  Co., 
Newnan,  Ga.,  mfr.  boilers,  engines,  tanks 
and  towers 

Connors,  George  W.,  from  1900-07  Sec.  & 
Treas.,  Atlanta  Steel  Co.,  since  1908  Pres., 
Connors- Wey man  Steel  Co..  Birmingham. 

Converse,  Austin  C,  Pres.,  Price  &  Evans 
Foundry  Co.,  Chattanooga,  mfr.  iron  work 


Denny,  George  V.,  V.-P.,  Georgia  Supply  Co., 
Savannah,  merchant 

Dinkins,  Samuel  C,  Pres.,  Dinkins-Davidson 
Hardware  Co.,  Atlanta,  wholesaler 


Edwards,  Christopher  B.,  Pres.,  Moeschl 
Edwards  Corrugating  Co.,  Covington,  Ky., 
mfr.  sheet  metal  building  material 


Fulford,  J.  a,  Mgr.,  Albany  Mill  Supply  Co., 
Albany,  Ga.,  merchant 


Gholstein,  Louis,  Pres.,Gholstein-Cunningham 
Spring  Bed  Co.,  Atlanta 


Haas,  Issac  A.,  Pres.,  Southern  Spring  Bed 
Co.,  Atlanta. 

Hedges,  Mertland  M.,  Pres.,  Casey-Hedges  Co., 
Chattanooga,  mfr.  boilers,  etc 

Heyburn,  William,  Pres.,  Belknap  Hardware 
&  Mfg.  Co.,  Louisville,  merchant  and  mfr, 


Hughes,  Edward  S.,  Abilene.  Tex.,  merchant 
Hunt,  Clinton  A.,  Pres.,  Memphis  Steel  Con- 
struction Co.,  Memphis,   fabricator,  from 
1903-08  Dist.   Sales  Agent   at  Cincinnati 
for  Worth  Bros.  Co.,  Coatesville,  Pa. . . 


Billets  and  Sheet 
&  Tin  Plate  Bars. 


7054-6 


11325-7,  9-30,  2-4,  6 


10592-8,  615 


Plates  and  Skelp. 


6S17-8,  21-2,  6- 


11 325-6,  9-30,  2-4 


10331-4,  8,  40-3, 

7821-3,  8-9 


10461-4,  6-8 


Structubal. 


Plain. 


10332-4 


7821-4,  8-9 


10512,  5,  21-3 


Fabricated. 


8568-70 


Merchant  Bars, 

Hoops, 

Bands  and  Angles. 


854S-51 

8566-7,  71-2 
9053,  63 


7054,  6-8 


10515,  21,  3-4 


10525-34 


10525-8,  35-7 


Digitized  by  Microsoft® 


10405-6,  18-9,  26-7 

10331-4 

7821-2,  6-9 

10592-4,  8-9 
10513-4,  6-20 

10260  1,  5-6 
10309-10,  12-3 


Tin  Plate 

and 

Sheet  Steel. 


11326,  8-30,  2-4 


10333-4 


7821-2,  7-9 


10263,  6,  75-6 
10309-13,  6 

8602,  4,  6-7,  13-7,  9 
10297-9,  302 


10349-50,  3-6 


10390,  3-5 


8723-5,  7,  9-31,  4,  43 
5,  8-50 


10525-8 


Pipe,  Tubes, 

Valves  and 

Fittings. 


7871-2 


11326-7,  9-30,  2-4,  7 


7821-2,  4-6,  9-30 


Wire  Products, 

including 

Wire  Bods. 


Specialties,  including 
Steel  Piling,  Spikes,  Tie 

Plates,  Axles,  Wheels, 

Girder  and  Light  Bails, 

and  Horseshoes. 


7871-3 


7667-76,  90 


10415,  9,  26-7,  55 


10260-1,  6 


10461-2,  4,  9,  72-3 
8723-4,  31-3,  40  1 
6677-8,  81 


10297,  300,  4-8 

10349-51 

10390-1,  4 
10461-2,  4-5 
8723-5,  35-6 


8544-5,  7 


8566-8,  71-2 


10261,  4-6,  70-2 
0309-14,  25-9 


10349,  52-5,  65,  8-9 


10390-2,  4-5,  400-3 


8723-4,  6,  33-4,  43-6, 

51-2,  9 
6677-8,  80-2,  9-90,  92 
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CUSTOMER    AND    COMPETITOR   WITNESSES    ON   THE    SUBJECT    OP    COMPETITION— (Contained). 


NAME. 


SOUTHERN  STATES. 

King,  Clyde  L.,  Pres.,  Atlanta  Agricultural 
Works,  Atlanta,  mfr.  plows  and  agricul- 
tural implements 

Krenson,  William  D.,  of  J.  D.  Weed  &  Co., 
Savannah,  hardware  merchant,  oldest 
hardware  firm  in  United  States 


Laroussini,  Paul  H.,  Pres.,  A.  J.  Nelson  Mfg. 
Co.,  New  Orleans,  general  sheet  metal  busi- 
ness   


Moore,  James  D.,  Pres.,  Moore- Hendley  Hard 
ware  Co.,  Birmingham,  wholesaler 


Peden,  Edward  A.,  Pres.,  Peden  Iron  &  Steel 
Co.,  Houston,  Tex.,  merchant 

Porch,  James  W.,  Mgr.,  New  Orleans  branch 
of  Lukens  Iron  &  Steel  Co.,  Coatesville. . . 


Shook,  Paschal  G.,  of  Shook  &  Fletcher,  Bir 
mingham,  merchant 

Simmons,  Joseph  B.,Pres.,  Woodward,  Wight 
&  Co.,  New  Orleans,  merchant 

Simpson,  F.  Rush,  Buyer  for  Wimberly  & 
Thomas  Hardware  Co.,  Birmingham, 
wholesaler 

Simpson,  Wendell  P.,  Sec,  C.  T.  Patterson  Co., 
Ltd.,  New  Orleans,  merchant 


Vance,  John  O,  Chattanooga,  merchant. 


Wellford,  Walker  L.,  Sec.  &  Treas.,  Chickasaw 
Cooperage  Co.,  Memphis,  mfr.  barrels 

White,  Albert  S-,  mfr.  under  name  of  New 
Orleans  Roofing  &  Metal  Works,  New 
Orleans 

Wilder,  Ross  G.,  Beaumont,  Tex.,  merchant 


MIDDLE  WESTERN  STATES. 
Aikin,  Thomas  R.,  Pres.,  Laclede  Steel  Co.,  St. 


Louis 


Andrews,  Joseph  B.,  V-P.  or  P.,  Andrews  Steel 
Co.,  Sec.  or  V.-P.,  Newport  Rolling  Mill  Co. 

Baldwin,  Alfred  R.,  of  Rodgers  &  Baldwin 
Hardware  Co.,  Springfi eld,  Mo.,  merchant. 

Ball,  Philip  D.  C,  St.  Louis,  mfr.  refrigera- 
ting  machinery 

Bartol,  George,  Pres.  orG.  M.,  Otis  Steel  Co., 
Cleveland,  mfr.  steel  plates 

Belmer,  Albert  G.,  V.-P.,  H.  BelmerCo.,  Cin- 
cinnati, merchant 

Bentley,  A.  J.,  Sec.  &  Treas.,  Ohio  Galvanizing 
&  Mfg.  Co.,  Cincinnati 

Bowen,  Arthur  P.,  Director  of  Purchases, 
Pullman  Palace  Oar  Co 

Brenneke,  William  G.,  of  Brenneke  &  Fay, 
St.  Louis,  consulting  engineers 


Carter,  Philander  L.,  Pres.,  Jackson  Fence  Co., 
Jackson,  Mich.,  mfr.  wire  fencing 

Clow,  William  E.,  of  James  B.  Clow  &  Sons, 
mfr.  cast  iron  pipe  and  merchant  steel  pipe, 
Chicago •-•■•■  ■  •  ■ "  • : U 


Billets  and  Sheet 
&  Tin  Plate  Bars. 


8899-900,  2-5,  11-4 


9814-7 


Plates  and  Skelp. 


10245-6,  51,  5-6,  60 


10619-21,  6-31 


10737-9,  43-4,  51-2 


10665-70,  89-90 


8288-92,  5-7,  303 


9814-7,  20-3,  33 


Stkuctukai. 


Plain. 


10619,  21-2,  31,  43 


9814-7,  23-33 


Fabricated. 


10541-2,  6-7 

10714-5,  8-21 
10619,  23-4,  31-8,  43 


10823-6 


Digitizec  I  by.  Microsoft®. 


Merchant  Bars, 

Hoops, 

Bands  and  Angles. 


10245-50 
10370-1,  3-5 


10738-9,  50-2 

10569,  72-3 
10644-5,  8-9 

10278-9,  82^1 

10577  -80 


10665-6,  70-1,  91-3 


10782-5 


10874-5 


9366-7 

9814-20,  3,  6,  9-31 


Tin  Plate 

and 

Sheet  Steel. 


10370-1,  3-5 

10753-6 

10541-2,  4  5,  9 

10714-7,  20-1,  29-30 
10619-22 


10737-40,  3-4,  52 

10569-72 
10644-5,  7-9 


10694-5 

10665-6,  8-9,  93-4 


8900,  7-11 

10873-5 


9362-3,  6,  71-4, 6-7,  80 
9814-9 


Pipe,  Tubes, 

Valves  and 

Fittings. 


10370-1,  3-4 


10541-2,  5-6 

10714-5,7,19-20,30-1 
10619,  22-3,  6-7 


10737-9 


10645,  7-9,  53 
10278-9,  84-5 


10665-6,  72-3,  87-8 


10827-8,  30 


9814-7 


10921-5,  7-8 


Wire  Products, 

including 

Wire  Bods. 


10371,  3-6,  9-S5 


10541-4,  7-9,  59-60. 
2-3,  8 

10714-5,  7-21,  6,  34-7 


10737-8,  40,  2-7,  52 


10644-8,  58-64 
10278-82,  9-93 


10665-6,  73-86 


10873-4,  6-81 


8922-3,  6-37,  40-2 


Specialties,  including 
Steel  Piling,  Spikes,  Tie 

Plates,  Axles,  Wheels, 

Girder  and  Light  Bails, 

and  Horseshoes. 


10370-1,  6 


10487-91,  512 


10569-70 


10278-80,  6-7,  9 


10873-4,  6-7 


9814-6 


8991-9005 


NAME. 


SOUTHERN  STATES. 

King,  Clyde  L.,  Pres.,  Atlanta  Agricultural 
Works,  Atlanta,  mfr.  plows  and  agricul- 
tural implements . 

Krenson,  William  D.,  of  J.  D.  Weed  &  Co., 
Savannah,  hardware  merchant,  oldest 
hardware  firm  in  United  States 


Laroussini,  Paul  H.,  Pres.,  A.  J.  Nelson  Mfg. 
Co.,  New  Orleans,  general  sheet  metal  busi- 
ness   


Moore,  James  D.,  Pres.,  Moore-Hendley  Hard- 
ware Co.,  Birmingham,  wholesaler 


Peden,  Edward  A.,  Pres.,  Peden  Iron  &  Steel 
Co.,  Houston,  Tex.,  merchant 

Porch,  James  W.,  Mgr.,  New  Orleans  branch 
of  Lukens  Iron  &  Steel  Co.,  Coatesville. . . 


Shook,  Paschal  G.,  of  Shook  &  Fletcher,  Bir- 
mingham, merchant 

Simmons,  Joseph  B.,Pres.,  Woodward,  Wight 
&  Co.,  New  Orleans,  merchant 

Simpson,  F.  Rush,  Buyer  for  Wimberly  & 
Thomas  Hardware  Co.,  Birmingham, 
wholesaler 

Simpson,  Wendell  P.,  Sec,  C.  T.  Patterson  Co., 
Ltd.,  New  Orleans,  merchant 


Vance,  John  C,  Chattanooga,  merchant. 


Wellford,  Walker  L.,  Sec.  &  Treas.,  Chickasaw 
Cooperage  Co. ,  Memphis,  mfr.  barrels 

White,  Albert  S.,  mfr.  under  name  of  New 
Orleans  Roofing  &  Metal  Works,  New 
Orleans 

Wilder,  Ross  G.,  Beaumont,  Tex.,  merchant. . 


MIDDLE  WESTERN  STATES. 

Aikin,  Thomas  R.,  Pres.,  Laclede  Steel  Co.,  St. 

Louis 

Andrews,  Joseph  B.,  V-P.  or  P.,  Andrews  Steel 

Co.,  Sec.  or  V.-P.,  Newport  Rolling  Mill  Co. 

Baldwin,  Alfred  R.,  of  Rodgers  &  Baldwin 
Hardware  Co.,  Springfield,  Mo.,  merchant. 

Ball,  Philip  D.  O,  St.  Louis,  mfr.  refrigera- 
ting machinery 

Bartol,  George,  Pres.  orG.  M.,  Otis  Steel  Co., 
Cleveland,  mfr.  steel  plates 

Belmer,  Albert  G.,  V.-P.,  H.  BelmerCo.,  Cin- 
cinnati, merchant 

Bentley,  A.  J.,  Sec.  &  Treas.,  Ohio  Galvanizing 
&  Mfg.  Co.,  Cincinnati 

Bowen,  Arthur  P.,  Director  of  Purchases, 
Pullman  Palace  Car  Co 

Brenneke,  William  G.,  of  Brenneke  &  Fay, 
St.  Louis,  consulting  engineers 


Carter,  Philander  L.,  Pres.,  Jackson  Fence  Co., 
Jackson,  Mich.,  mfr.  wire  fencing 

Clow,  William  E.,  of  James  B.  Clow  &  Sons, 
mfr.  cast  iron  pipe  and  merchant  steel  pipe, 
Chicago 

Channon,  James  H.,  V.-P.,  H.  Channon  Co., 
Chicago,  merchant;  also  connected  with 
Jackson  Shovel  &  Tool  Co.,  Montpelier, 
Ind.,  mfr.  shovels,  and  Union  Elevator  & 
Machine  Co.,  Chicago,  mfr.  elevators,  etc, 


Billets  and  Sheet 
&  Tin  Plate  Bars. 


8899-900,  2-5,  11-4 


9814-7 


Plates  and  Skelp. 


10245-6,  51,  5-6,  60 


10619-21,  6-31 


10737-9,  43-4,  51-2 


10665-70,  89-90 


8288-92,  5-7,  303 


9814-7,  20-3,  33 


9771-3,  7-80,  2-3, 
6-7,  9 


StETJCTUEAIi. 


Plain. 


10619,  21-2,  31,  43 


9814-7,  23-33 


9771-3,  digitized 


Fabricated. 


10541-2,  6-7 

10714-5,  8-21 
10619,  23-4,  31-8,  43 


10823-6 


by.  Microsoft®. 


Merchant  Bars, 

Hoops, 

Bands  and  Angles. 


10245-50 
10370-1,  3-5 


10738-9,  50-2 

10569,  72-3 
10644-5,  8-9 
10278-9,  82h1 

10577 -80 


10665-6,  70-1,  91-3 


10782-5 


10874-5 


9366-7 
!  14-20,  3,  6,  9-31 


Tin  Plate 

and 

Sheet  Steel. 


10370-1,  3-5 

10753-6 

10541-2,  4-  5,  9 

10714-7,  20-1,  29-30 
10619-22 


10737-40,  3-4,  52 

10569-72 
10644-5,  7-9 


10694-5 

10665-6,  8-9,  93-4 


8900,  7-11 
10873-5 


9362-3,6,71-4,6-7,80 
9814-9 


977 1  -3,  7-80 


Pipe,  Tubes, 

ValTes  and 

Fittings. 


10370-1,  3-4 


10541-2,  5-6 

10714-5,  7, 19-20,  30-1 
10619,  22-3,  6-7 


10737-9 


10645,  7-9,  53 
10278-9,  84-5 


10665-6,  72-3,  87-8 


10827-8,  30 


9814-7 


10921-5,  7-8 


Wire  Products, 

including 

Wire  Bods. 


10371,  3-6,  9-85 


10541-4,  7-9,  59-60, 

2-3,  8 

10714-5,  7-21,  6,  34-7 


10737-8,  40,  2-7,  52 


10644-8,  58-64 
10278-82,  9-93 


10665-6,  73-86 


10873-4,  6-81 


8922-3,  6-37,  40-2 


9814-6 


8991-9005 


9771-6,  8,  81,  3-4,  6-7 


Specialties,  including 
Steel  Piling,  Spikes,  Tie 

Plates,  Axles,  Wheels, 

Girder  and  Light  Bails. 

and  Horseshoes. 


10370-1,  6 


10487-91,  512 


10569-70 


10278-80,  6-7,  9 


10873-4,  6-7 


9814-7,  31-2 


9771-3,  6,  7 
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CUSTOMER    AND    COMPETITOR    WITNESSES    ON    THE    SUBJECT    OF    COMPETITION— (Continued). 


NAME. 


MIDDLE  STATES. 

Convers,  Albert  E.,  Pres.,  H.  C.  Tack  Co., 
Cleveland,  rnfr.  tacks  and  nails 

Copp,  Herbert  G.,  Director  of  Purchases, 
Deer  &  Co.,  Moline,  111.,  mfr.  agricul- 
tural implements 

Crane,  Wilber  E.,  Pres.,  Illinois  Steel  Bridge 
Co.,  Jacksonville,  111 

Cutler,  Ferdinand  E.,  Waterloo,  la.,  wholesale 
merchant 


Davis,  Horatio  M.,  of  Smith   &   Davis   Mfg. 

Co.,  St.  Louis,  mfr.  metal  spring  beds 

Dean,  George   E.,   Mgr.,  Union   Steel   Screen 

Co.,  Albion,  Mich.,  mfr.  oven  racks,  etc.. . 
De    Coningh,    Frederick,    Pres.,    Sykes    Co., 

Chicago,  sheet  metal  contractor 

Dorman,  Pliny  O.,   P.  A.,   Standard  Welding 

Co.,   Cleveland,  mfr.  tubing,  etc 


Elliott.  Leigh  H.,  Sec.  &  Treas.,  Bourne- 
Fuller  Co.,  Cleveland  and  Cincinnati, 
merchant 


Foster,  Allen  M.,  V.-P.,  Foster  Bolt  &  Nut  Mfg 
Co.,  Cleveland,  mfr.  nuts,  1904-09  with 
Capitol  Lock,  Nut  &  Washer  Co.,  Colum- 
bus, same  business 

Foster,  William  H.,  V.-P.  or  P.,  General  Fire- 
proofing  Co.,  Youngstown,  O.,  mfr.  ex- 
panded metal  for  fireproofing  and  steel 
furniture  for  offices 

Frier,  Thomas  J.,  P.  A.,  Wabash  Railroad,  St. 
Louis 


Garrett,    John  T.,  Pres.,  Missouri  Bridge  & 
Iron  Co.,  St.  Louis,  steel  fabricator 

Glessner,  Arthur  W.,  of  Excelsior  Steel  Fur 
nace  Co.,  Chicago,  mfr.  heating  specialties 

Greeno,  Edward  W.,  Pres.,  C.  L.  Greeno  Co 
Cincinnati,  merchant 


Haas,  Isaac  G.,  Pres.,  Empire  Plow  Co., 
Cleveland,  mfr.  agricultural  implements 

Hackney,  Robert  H.,  Pres.,  Pressed  Steel  Tank 
Co.,  Milwaukee,  mfr.  steel  containers. . . 

Hammond,  H.  H.,  Treas.,  McMyler  Interstate 
Co.,  Cleveland,  mfr.  machinery 

Hansen,  Hans,  merchant,  Hastings,  Neb.,  and 
nine  other  places 

Harfcman,  Walter  0.,  Pres.,  National  Mfg. 
Co.,  mfr.  and  dealer  in  cooperage  stock, 
etc 

Hopkins,  Lambert  N.,  P.  A.,  Chicago,  Burling- 
ton &  Quincy  Railroad 

Hutchinson,  Octavus  N.,  Pres.,  Grand  Crossing 
Tack  Co.,  Chicago,  mfr.  wire  products... 

Jeffrey,  Robert  H.,  V.-P.,  Jeffrey  Mfg.  Co., 
Columbus,  mfr.  coal  mining  machinery, 
and  elevating  and  conveying  machinery 

Jennings,  John  G.,  Treas.,  Lamson  &  Sessions 
Co.,  Cleveland,  mfr.  bolts  and  nuts,  etc. 


Kahn,    Julius,  Pres.,  Trussed  Concrete   Steel 
Co.,   Detroit,  mfr.  (also   in  Canada,   Eng 


Idnil    .aiirl     ^4oilnian«l 


Billets  and  Sheet 
&  Tin  Plate  Bars. 


11137,  9-43,  65 
1086S-70 


Plates  and  Skelp. 


8401-2,    6,    17,    21-2, 
32 


8511-5,  24-5,  30-2 


10769,  74-5,  8,  82 


9705-  7,  13-9,  25-7 


8309-11,  3,  9-25 
11190-5 


9064,     8-9,       98-102, 

18-20,  2-7 


8470-1,  3-4,  84-6, 90-1 


STBTJCTDBAIi. 


Plain. 


10868-9,  71 


8511-5,  9 


9705-7,  21,  6-7 


9064,  8-9 


Fabricated. 


10777-8 


9705-8,  11 


9064,  72-4,  93-5 


8470-4,  84-5,  90-1 

Digitized -by -Microsoft® 


Merchant  Bars, 

Hoops, 

Bands  and  Angles. 


11137-41 

10868-9 


8654-5,  8-60,  2,  5-7 


11137-8,  43-4,  60-2,  5 


10853-5 


9763-4 
9281-5 


8401-2,  4-7,  10,  2,  4, 

8-29 


8511-6,  20 


8202,  4-9 


9875-6,  9-81 


8979-81 


8309-11,  6-7 


9170-1,  3-4,  8-82, 
5-92 


9064,  9,  106-7,  23 


8470-2,  4-5 
581-5,  8,  97-601 


9468-70.  80-9 


Tin  Plate 

and 
Sheet  Steel. 


9192-7,  211-2 


8511-2,  17-9,  33-4 


9875  9,  87-8,92-8 
10768-9,  75 


9791-4,  801 


11190-7 


9064,    8-9,     86,    112- 
21,  3 


Pipe,  Tubes, 

Valves  and 

Fittings. 


11137,  45-6,  53 


10853,  5-6 


9192,7-201,6  8,12-5, 
8-21,  3-7 

10853,  7-S 

9760-1,  4-8,  70-1 


8511-2,  8-9 


10769,  76-7 


9064,  9-70,  84-5 


Wire   Products, 

including 

Wire  Bods. 


Specialties,  including 
Steel   Piling,  Spikes,  Tie 

Plates,  Axles,  Wheels, 

Girder  and  Light  Bails, 

and  Horseshoes. 


11137,  9-41,  4-5,  63-5 


8201-4,  8-21 


i 0775-6 


8979-'J0 


9391-8 


9381-90 

9064,  8,  74-5,  7-80 

7025-7,  30-2,  5-6 


8471,  6-8,  80-3,  90-1 


9468-9,  89-97 


10769,  72-4 
9705-8 


9068-9,      80-1,      4-6, 
107-11 


8470-1,  8,  87-8,  90-2 
8581-3,  5-8,  91,  7-600 


MIDDLE  STATES. 

Con  vers,  Albert  E.,  Pres.,  H.  C.  Tack  Co., 
Cleveland,  mfr.  tacks  and  nails 

Copp,  Herbert  6.,  Director  of  Purchases, 
Deer  &  Co.,  Moline,  111.,  mfr.  agricul- 
tural implements 

Crane,  Wilber  E.,  Pres.,  Illinois  Steel  Bridge 
Co.,  Jacksonville,  111 

Cutler,  Ferdinand  E.,  Waterloo,  la.,  wholesale 
merchant 


Davis,   Horatio  M.,  of  Smith   &   Davis   Mfg. 

Co.,  St.  Louis,  mfr.  metal  spring  beds 

Dean,  George   E.,   Mgr.,  Union   Steel   Screen 

Co.,  Albion,  Mich.,  mfr.  oven  racks,  etc.. . 
De    Coningh,    Frederick,    Pres.,    Sykes    Co., 

Chicago,  sheet  metal  contractor 

Dorman,  Pliny  0.,   P.  A.,   Standard  Welding 

Co.,  Cleveland,  mfr.  tubing,  etc 


Elliott.  Leigh  H,  Sec.  &  Treas.,  Bourne 
Fuller  Co.,  Cleveland  and  Cincinnati, 
merchant 


Foster,  Allen  M.,  V.-P.,  Foster  Bolt  &  Nut  Mfg 
Co.,    Cleveland,   mfr.    nuts,   1904-09  with 
Capitol  Lock,  Nut  &  Washer  Co.,  Colum 
bus,  same  business 

Foster,  William  H.,  V.-P.  or  P.,  General  Fire 
proofing   Co.,  Youngstown,  O.,  mfr.    ex- 
panded   metal   for   fireproofing  and   steel 
furniture  for  offices 

Frier,  Thomas  J.,  P.  A.,  Wabash  Railroad,  St 
Louis 


Garrett,    John  T.,  Pres.,   Missouri   Bridge  & 
Iron  Co.,  St.  Louis,  steel  fabricator 

Glessner,  Arthur  W.,  of  Excelsior  Steel  Fur- 
nace Co.,  Chicago,  mfr.  heating  specialties 

Greeno,  Edward  W.,  Pres.,  C.  L.  Greeno  Co., 
Cincinnati,  merchant 


Haas,    Isaac    G.,    Pres.,    Empire    Plow   Co., 
Cleveland,  mfr.  agricultural  implements 

Hackney,  Robert  H.,  Pres.,  Pressed  Steel  Tank 
Co.,  Milwaukee,  mfr.  steel  containers 

Hammond,  H.  H.,  Treas.,  McMyler  Interstate 
Co.,  Cleveland,  mfr.  machinery 

Hansen,  Hans,  merchant,  Hastings,  Neb.,  and 
nine  other  places 

Hartman,  Walter  C,  Pres.,  National  Mfg 
Co.,  mfr.  and  dealer  in  cooperage  stock, 
etc 

Hopkins,  Lambert  N.,  P.  A.,  Chicago,  Burling- 
ton &  Quincy  Railroad 

Hutchinson,  Octavus  N.,  Pres.,  Grand  Crossing 
Tack  Co.,  Chicago,  mfr.  wire  products. 


Jeffrey,  Robert  H,  V.-P.,  Jeffrey  Mfg.  Co., 
Columbus,  mfr.  coal  mining  machinery, 
and  elevating  and  conveying  machinery. 

Jennings,  John  G.,  Treas.,  Lam  son  &  Sessions 
Co.,  Cleveland,  mfr.  bolts  and  nuts,  etc. 


Kahn,  Julius,  Pres.,  Trussed  Concrete  Steel 
Co.,  Detroit,  mfr.  (also  in  Canada,  Eng- 
land and  Germany) 

Keuhn,  Louis,  Pres.,  Milwaukee  Corrugating 
Co.,  Milwaukee,  mfr.  sheet  metal  goods 


11137,  9-43,  65 
10868-70 


8401-2,  6,  17,  21-2, 
32 


8511-5,  24-5,  30-2 


10769,  74-5,  8,  82 


9705-7,  13-9,  25-7 


8309-11,  3,  9-25 
11190-5 


9064,  8-9,   98-102, 
18-20,  2-7 


8470-1,3-4,84-6,90-1 


10868-9,  71 


8511-5,  9 


9705-7,  21,  6-7 


10777-8 


9705-8,  11 


11137^11 

10868-9 


10853-5 


8401-2,  4-7,  10,  2,  4, 

8-29 


8511-6,  20 


8202,  4-9 


9875-6,  9-81 


8979-81 
8309-1 1,  6-7 


9064,  8-9 


8470-4,  84-5,  90-1 


-Digiti: 


9064,  72-4,  93-5 


'Jcrosoft® 


9170-1,  3-4,  8-82, 
5-92 


9064,  9,  106-7,  23 


8470-2,  4-5 
8581-5,  8,  97-601 

9468-70,  80-9 


8654-5,  8-60,  2,  5-7 


11137-8,  43-4,  60-2, 


9192-7,  211-9 


9763-4 
0281-5 


8511-2,  17-9,  33-4 


9875-9,87-8,92-8 

10768-9,  75 


9791-4,  801 


U19C-7 


9064,    8-9,     86,    112- 
21,  3 


8471,  6-8,  80-3,  90-1 


9468-9,  S9-97 

11167-72,    4^6     w, 
9-90 


AUUlLlfc'tS. 


Hi 37,  45-6,  53 


Wire  Rods. 


1U37,  9-41,  4-5,  63-5 


10853,  5-6 


85U-2,  8-9 


10769,  76-7 


9192,  7-201,  6  8,12-5, 
8-21,  3-7 

10853,  7-8 

9760-1,  4-8,  70-1 


xiiues,  .axies,  wneejs, 

Girder  and  Light  Rails, 

and  Horseshoes. 


8201-4,  8-21 


9064,  9-70,  84-5 


10775-6 


8979-D0 


10769,  72-4 
9705-8 


9391-8 

9381-90 

9<)64,  8,  74-5,  7-80 

7025-7,  30-2,  5-6 

8470-1,  8,  87-8,  90-2 
8581-3,  5-8,  91,  7-600 


9068-9,      80-1,      4-6, 
107-11 
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NAME. 


MIDDLE  STATES. 

Latty,  Samuel  D.,  Pres.,  Kirk-Latty  Mfg.  Co., 

Cleveland,  mfr.  bolts,  etc 

Layman,  W.  A .,  Pres.,  Wagner  Electric  Mfg. 

Co.,  St.  Louis,  mfr.  electric  machinery.. . 
Llewellyn,  Silas  J.,  Pres.,   Interstate  Iron  & 

Steel  Co. ,  Chicago 

Luster,    Carl   A.,    Pres.,    Clyde  Iron   Works 

Duluth,  mfr.  machinery 


Mark,  Anson,  of  Mark  Mfg.  Co.,  Evanston, 
111.,  and  Zanesville,  O.,  mfr.  pipe 

Mark,  Clayton,  of  Mark  Mfg.  Co.,  Evanston, 
111.,  and  Zanesville,  O.,  mfr.  pipe 

Marshall,  Albert  M.,  of  Marshall- Wells  Hard- 
ware Co.,  Duluth,  Spokane,  Portland, 
Winnipeg  and  Edmonton 

McBride,  Walter  J.,  V.-P.  &  P.,  Haskell  & 
Barker  Car  Co.,  since  1907,  Michigan  City, 
Ind.,  mfr.  railway  cars;  from  1900-07  V. 
P.,  American  Car  &  Foundry  Co 

McGregor,  Arch.,  Springfield,  Mo.,  merchant. 

Melish,  William  B.,  Pres.,  Bromwell  Brush  & 
Wire  Goods  Co.,  Cincinnati,  mfr.  brush 
and  wire  goods 

Miles,  Benjamin  F.,  Pres.,  Browning  Engineer- 
ing Co.,  Cleveland,  connected  with  street 
railways  and  director  of  manufacturing 
company  at  Welland,  Ont 

Milne,  George  H.,  2nd  V.-P.,  Simmons  Mfg. 
Co.,  Kenosha,  Wis.,  mfr.  bed  springs  and 
metal  furniture 

Moeser,  Charles,  V.-P.,  Pickering  Hardware 
Co.,  Cincinnati,  merchant 


Neuhaus,  Theodore,  V.-P.,  Sickles  &  Pres- 
ton Co.,  wholesale  hardware,  Davenport, 
la 


Oliver,  Joseph  D.,  mfr.  plows,  South  Bend, 
Ind 

Osthoff,  Charles,  of  St.  Louis  Iron  Store,  St. 
Louis,  merchant 


Partridge,  John  A.,  V.-P.,  American  Bed  Co., 
St.  Louis,  mfr.  metal  beds 

Pierce,  Alec  B.,  V.-P.,  N.  0.  Nelson  Mfg.  Co., 
St.  Louis  and  7  other  cities,  mfr.  and  mer- 
chant plumbing  and  steam  supplies 

Pollak,  Bernard  E.,  G.  M.,  Pollak  Steel  Co., 
Cincinnati 

Porter,  John  H.,  Pres.,  Calumet  Steel  Co., 
Chicago 

Powell,  Thomas  J.,  P.  A.,  St.  Louis  &  San 
Francisco  Railroad,  previously  P.  A.,  Chi- 
cago &  Eastern  111.  R.  R.,  and  Asst.  to 
V.-P.,  in  charge  of  purchases  of  Chicago, 
Rock  Island  &  Pacific  Ry , 

Priestley,  Howard  H.,  Princeton,  111.,  retail 
hardware  merchant \ 


Quinlan,  Walter  S.,  P.  A.,  National  Screw  & 
Tack  Co.,  Cleveland ,, 


Ralston,  Joseph  S,,    Pres.,  Ralston  Steel  Car 
Co.,  Columbus,  mfr.  cars 


Reed,  Frank  D.,  P.  A.,  Chicago,  Rock  Island 
&  Pacific  Rail  way 


Billets  and  Sheet 
&  Tin  Plate  Bars. 


10950-1,  3,  6 


11292-302 


8706-10,  1-6,  8 
11238-40 


Plates  and  Skelp. 


11287-9,  91 


11244,  7,  52 


10891-4,  6-916 


8436-7,  40,  2-3,  6,  54, 

8-60 


10788-9,  94-5,  802-5 


8492-9,  504-10 
11215,  8,  22-3,  30-1 


Structural. 


Plain. 


11287-8 


8436-7,  40,  2-3,  53-4, 
60 


Digjtizi 

8492,  4,6,  8-501,7- 
11215-7 


Fabricated. 


10788-9,  96-7 


ptf  by  Microsoft® 


Merchant  Bars, 

Hoops, 

Bands  and  Angles. 


8683-6 


10950,  2-3 
11287-9,  91 


11244-7,  51,  3 


10891-4,  6-916 


11247,  51,  7 


10891-2,  4-5 
10759-60,  2-3 


9285-7,  90,  305-7 


8436-7,  40,  2-4 


9309-10,  3-15,  36-7 


11292-302 
8575,  9 

10882-6 


11238,  41 


8883,  90-1 

8492,  4,  8-9,  503 
11215-6 


Tin    Plate 

and 

Sheet  Steel. 


8683-5 
10861-2,  5-6 


9687,  9-91,  3,  5-6 


10788-9,  95 
9513,  8-9,  40 


11215,  8 


Pipe,  Tubes, 

Valves  and 

Fittings. 


11281-5 
10971-2,  6-8 

11244,  6-8,  52-3 


9309-10,  5-7,  34-6 


10882-5 


10805-11,  13-9,  22 


11238-9,  41-2 


10794 


Wire  Products, 

including 

Wire  Bods. 


10861-3,  6-8 


11289-91 


11244-50,  2-4,  6-8 


10891,  5,  906-8 
10759-62,  6-7 


9285-92,  7,  303,  5,  7 


9309-11,  7-23,  31-40 
8636-40,  2,  4-5,  8 

9687-9,  91-3,  6-701 


10882-5,  7 


10788-9,  95-6 
9513-23,  31,  3,  5-6 

8383-9,  92-4,  96-400 


11215-6,  8-9,  23-4 


Specialties,   including 

Steel  Piling,  Spikes,  Tie 

Plates,  Axles,  Wheels, 

Girder  and  Light  Bails, 

and  Horseshoes. 


10891-2,  5,  8 
10759,  63-4,  6, 


8445 


8575-81 


8706-7,  15-6 


10788-9,  91-4 


8503 

11215,  9-20,  5-8 
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iNAME. 


MIDDLE  STATES. 

Reed,  William  J.,  P.  A.,  Wisconsin  Bridge  & 
Iron  Co.,  Milwaukee,  fabricators  steel 
structures 

Robbins,  Clarence  C,  G.  M.,  Cleveland  Crane 
&  Engineering  Co.,  Cleveland,  mfr.  trav 
eling  cranes 

Rom,  Robert,  Milwaukee,  merchant  


Schoedinger,  Franklin  O.,  Columbus,  mfr.  sheet 
metal  building  material,  and  merchant. . 

Scobie,  William  H.,  P.  A.,  Philip  Carey  Mfg 
Co.,   Cincinnati,    mfr.    roofing    and    pipe 
covering,  7  years  previously  A.  P.  A.,  Big 
Four  R.  R 

Scofield,  Charles  W.,  Sec,  Lake  Erie  Iron  Co., 
Cleveland,  mfr.  nuts  and  bolts 

Shadbolt,  Irwin  R.,  of  Shadbolt  &  Boyd  Iron 


Co.,  Milwaukee,  merchant. 


Smith,  John  H.,  of  Smith  Bros.  Hardware  Co. 
Columbus,  merchant 

Stephenson,  James  I.,  V.-P.  or  Pres.,  Cincin 
nati  Iron  &  Steel  Co.,  since  1904,  previously 
Asst.  Dist.  Mgr.  at  Cincinnati,  of  Carnegie 
Steel  Co.,  merchant 


Taylor,  William  D.,  Pres.,  Wholesale  National 
Hardware  Jobbers'   Ass'n.;  Pres.,   George 
Worthington  Co.,  Cleveland,  merchant. 
Thompson,  Alexis  W.,  Pres.,  Inland  Steel  Co 
Todd,    Charles   H.,     Pres.,     Petroleum    Iron 
Works,  Trumbull  County,  0.,  mfr. 


Van  Hagen,  George  E.,  V.-P.,  Standard  Forg 
ings  Co.,  mfr.  locomotive  and  car  axles. . . 

Waddell,  Jacob  D.,  G.  M.  S.,  Brier  Hill  Steel 
Co.  since  Feb.,  1912,  with  Empire  Steel  Co. 
March,  1906,  to   Dec,  1911,  Youngstown, 


Billets  and  Sheet 
&  Tin  Plate  Bars. 


i-21,  3,  7-8 


9127,  30,  2,  40-2 


9256-7,  60-3,  5,  73-4 


Ohio. 


Walty,  Albert  M.,  Colchester,  111.,  merchant 

Wambaugh,  Charles  M.,  Pres.,  Columbus 
Chain  Co.,  Columbus,  mfr.  chains  and 
saddlery  hardware 

Weber,  Ralph  K.,  V.-P.,  Mt.  Vernon  Car  Mfg. 
Co.,  Mt.  Vernon,  111.,  builder  of  freight  cars. 

Westfal,  Harry  D.,  V.-P.  &  G.  M.  S.,  LaBelle 
Iron  Works 

Woodruff,  Charles  A.,  Buyer  for  Chalmers 
Motor  Co.,  Detroit,  for  4  years;  3  years 
previous  for  National  Cash  Register  Co., 
Dayton,  previously  A.  P.  A.,  Armour  & 
Co.,  Chicago 

Woodward,  Charles  T.,  Carlinville,  111.,  Pres., 
111.  Retail  Hard  ware  Ass'n 

Worthington,  F.  C,  P.  A.,  Western  Wheeled 
Scraper  Co.,  Aurora,  111.,  mfr.  wheeled 
scrapers,  road  machinery,  etc 


MOUNTAIN   AND   PACIFIC  COAST 
STATES. 

Baker,  Fred  L.,  Pres.,  Baker  Iron  Works,  Los 
Angeles. 


Carrigan,  Andrew,  V.-P.,  Dunham,  Carrigan 
'lolesalers,  San  Francisco 


Plates  and  Skelp. 


11198,  201,  3-6,  9-12 


8349-54,  62-3 


9005-6,  12-4,  6-9,  25- 
6,  36-8 


8960-1,  3-4,  6,  9 


9129-30,  40,  42,  51 
8126-32 


7874-81,  900-1 


9645-6,  8-9,  51,  6-7, 

71-80 
7874-80,  902-3 


STKTJCTTJKAIi. 


Plain. 


11198-206,  9-11 
8349-56,  60-3 


10961-6,  8 


8960-5,  69-72,  8 


9130-1,  40-2 
8126-9 


9645-6,  8,  51,  3-4,  6-7, 
71,  8-9,  84-5 


9617-20,  3-43 


11087,  9-90,  102 


Fabricated. 


9617-20,     5-32,     4-7, 
40-3 


Merchant  Bars, 

Hoops, 

Bands  and  Angles. 


11198-9,  201-12 


8349-53 


9013-4,  6-7,  9,    27-8, 

36-8 
8621-6 

10961-71 


8943-50,  7 


9005-6,  10-1 


8960-3,  5 


8224-5,  32 
9140-2 


8763-4,  6,  74 
9645-6,  50-1 


1053-4,  i-&tgitize  difoy-MicrosoM 


9617-20,  4-32,  4 


Tin  Plate 

and 

Sheet  Steel. 


8960-1,  3-5,  9-70 


8224-30,  43-4,  8-9 
9130,  40-5 


7189-93,  7 


7874-81 


9727-8,  31,  3,  9,  44 
9565-7 


11087-91 


11053,  5,  7,  60-1 


11087-8.  90-1.  103       111087-8.  90 


Pipe,  Tubes, 

Valves  and 

Pittings. 


10917-20 


9012-4,  6-9,  27 


8224-5,  31-2 


9645-6,  8,  50 

7874-81 

9737-42 


9621-2 


Wire  Products, 
including 
Wire  Rods. 


9005-10,  33-4 
8621,  7-30,  5-6 


8667-76,  82 


8224,  33-4,  40-3,  51 


9555-9 


8763-72,     4-5,     7-81, 
3-5 


9727-37,  40-4,  6 
9565-7,  72-5 


"4ii&! 


Specialties,  including 
Steel  Piling,    Spikes,  Tie 

Plates,  Axles,  Wheels, 

Girder  and  Light   Rails, 

and  Horseshoes. 


8355-6,  9 


9012,  5-8 


9127,  32,  40,  2 


9256-7,  9,  65 


9645-6,  9-52,  80,  5-6 


9617,  20-1 


metal  building  material,  and  merchant. . . 

Scobie,  William  H.,  P.  A.,  Philip  Carey  Mfg 
Co.,   Cincinnati,    mfr.    roofing    and    pipe 
covering,  7  years  previously  A.  P.  A.,  Big 
Four  R.  R 

Scofield,  Charles  W.,  Sec,  Lake  Erie  Iron  Co., 
Cleveland,  mfr.  nuts  and  bolts 

Shadbolt,  Irwin  R.,  of  Shadbolt  &  Boyd  Iron 
Co.,  Milwaukee,  merchant 

Smith,  John  H.,  of  Smith  Bros.  Hardware  Co., 
Columbus,  merchant 

Stephenson,  James  I.,  V.-P.  or  Pres.,  Cincin- 
nati Iron  &  Steel  Co.,  since  1904,  previously 
Asst.  Dist.  Mgr.  at  Cincinnati,  of  Carnegie 


Steel  Co.,  merchant 


Taylor,  William  D.,  Pres.,  Wholesale  National 
Hardware  Jobbers'  Ass'n.;  Pres.,  George 
Worthington  Co.,  Cleveland,  merchant. . . 

Thompson,  Alexis  W.,  Pres.,  Inland  Steel  Co.. 

Todd,  Charles  H.,  Pres.,  Petroleum  Iron 
Works,  Trumbull  County,  O.,  mfr 


9127,  30,  2,  40-2 


Van  Hagen,  George  E.,  V.-P.,  Standard  Forg- 
ings  Co.,  mfr.  locomotive  and  car  axles. . . 

Waddell,  Jacob  D.,  G.  M.  S.,  Brier  Hill  Steel 
Co.  since  Feb.,  1912,  with  Empire  Steel  Co. 
March,  1906,  to  Dec,  1911,  Youngstown, 
Ohio 

Walty,  Albert  M.,  Colchester,  111.,  merchant.. 

Wambaugh,  Charles  M.,  Pres.,  Columbus 
Chain  Co.,  Columbus,  mfr.  chains  and 
saddlery  hardware 

Weber,  Ralph  K.,  V.-P.,  Mt.  Vernon  Car  Mfg. 
Co.,  Mt.  Vernon,  111.,  builder  of  freight  cars. 

Westfal,  Harry  D.,  V.-P.  &  G.  M.  S.,  LaBelle 
Iron  Works 

Woodruff,  Charles  A.,  Buyer  for  Chalmers 
Motor  Co.,  Detroit,  for  4  years;  3  years 
previous  for  National  Cash  Register  Co., 
Dayton,  previously  A.  P.  A.,  Armour  & 
Co. ,  Chicago 

Woodward,  Charles  T.,  Carlinville,  111.,  Pres., 
111.  Retail  Hardware  Ass'n 

Worthington,  F.  C,  P.  A.,  Western  Wheeled 
Scraper  Co.,  Aurora,  111.,  mfr.  wheeled 
scrapers,  road  machinery,  etc 


9256-7,  60-3,  5,  73-4 


MOUNTAIN   AND   PACIFIC  COAST 
STATES. 

Baker,  Fred  L.,  Pres.,  Baker  Iron  Works,  Los 
Angeles 


Carrigan,  Andrew,  V.-P.,  Dunham,  Carrigan 
&  Hay  den  Co.,  wholesalers,  San  Francisco 

Kinney,  Ralph  Waldo,  of  R.  W.  Kinney  Co., 
Oakland  and  San  Francisco,  merchant 


Pigott,  William,  V.-P.,  Pacific  Coast  Steel  Co., 
Seattle  and  San  Francisco;  Pres.,  Seattle 
Car  &  Foundry  Co 


Rhoades,  Ira  O.,  G.  P.  A.,  Southern  Pacific 
Ry.  System  West,  and  subsidiary  roads; 
oil  &  lumber  companies 


Tipton,  Thomas,  P.  A.,  Denver  &  Rio  Grande 

Ry 


Welborn,  Jesse  F.,  Pres.,  Colorado  Fuel  &  Iron 
Co 
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OFFICERS  AND  SALES  AGENTS  OF  IMPORTANT  COMPETITORS  (40). 

For  reference  to  page  where  testimony  of  following  witnesses  may  be  found,  see  preceding  table. 

Thomas  R.  Aikin President Laclede  Steel  Co. 

Joseph  B.  Andrews Of  A  ndrews  Steel  Co. 

Secretary  or  Vice-President Newport  Rolling  Milling  Co. 

George  Bartol President  or  General  Manager Otis  Steel  Co. 

James  Bowron President Gulf  States  Steel  Co. 

formerly  Vice-President Tennessee  Coal,  Iron  &  Railroad  Co. 

James  Anson  Campbell1 President Youngstown  Sheet  &  Tube  Co. 

Henry  Chalfant President Spang,  Chalfant  &  Co. 

Edwin  R.  Crawford President McKeesport  Tin  Plate  Co. 

John  Sterling  Dean Phoenix  Bridge  Co.  and  Phoenix  Iron  Co. 

William  H.  Donner President Cambria  Steel  Co. 

B.  G.  Follansbee Follansbee  Brothers  Co. 

Frank  H.  Gordon General  Sales  Agent Lukens  Iron  &  Steel  Co. 

John  L.  Haines Assistant  to  Vice-President. .'. Jones  &  Laughlin. 

William  S.  Horner  District  Manager  in  Pittsburgh,  and  Director.. .  .American  Rolling  Mill  Co. 

Octavus  N.  Hutchinson President Grand  Crossing  Tack  Co. 

John  C.  Jay,  Jr General  Manager  of  Sales Pennsylvania  Steel  Co.  and  Maryland  Steel  Co. 

Severn  P.  Ker8 President Sharon  Steel  Hoop  Co. 

Willis  L.  King Vice-President Jones  &  Laughlin  Steel  Co. 

James  Lippincott Vice-President  and  General  Manager West  Leechburg  Steel  Co. 

Silas  J.  Llewellyn President Interstate  Iron  &  Steel  Co. 

William  W.  Lukens Secretary Alan  Wood,  Iron  &  Steel  Co. 

William  E.  Manning3 General  Manager  of  Sales Youngstown  Sheet  &  Tube  Co. 

Anson  Mark Of  Mark  Mfg.  Co. 

Clayton  Mark Of  Mark  Mfg.  Co. 

C.  D.  Marshall Of  McClin tic-Marshall  Construction  Co. 

Dil worth  B.  McClelland Vice-President Spang,  Chalfant  &  Co. 

Austin  D.  Mixsell4 General  Sales  Agent Bethlehem  Steel  Co. 

William  Pigott Vice-President Pacific  Coast  Steel  Co. 

President Seattle  Car  &  Foundry  Co. 

John  H.  Porter President Calumet  Steel  Co. 

J.  Leonard  Replogle Vice-President  and  General  Manager  of  Sales. .  .Cambria  Steel  Co. 

J.  V.  W.  Reynders Vice-President Pennsylvania  Steel  Co. 

Herbert  Sanborn  Smith General  Sales  Agent Lackawanna  Steel  Co. 

C.  M.  Schwab President Bethlehem  Steel  Co. 

Alexis  W.  Thompson President Inland  Steel  Co. 

John  A.  Topping Chairman Republic  Iron  &  Steel  Co. 

Jacob  D.  Waddell General  Manager  of  Sales Brier  Hill  Steel  Co.  since  Feb.,  1912;    Empire 

Steel  Co.,  Mar.,  1906,  to  Dec,  1911. 
Julius  R.  Wemlinger Assistant  to  Sales  Manager Cambria  Steel  Co.,  1905-6. 

President Wemlingler  Steel  Piling  Co. 

Harry  D.  Westfal Vice-President  and  General  Manager  of  Sales. .  .La  Belle  Iron  Works. 

Jesse  F.  Welborn President Colorado  Fuel  &  Iron  Co. 

Frederick  W.  Wood President Maryland  Steel  Co. 

Edward  M.  S.  Youug Vice-President Standard  Gauge  Steel  Co. 

Manager Allegheny  Steel  Co..  1905-11,  except  few  months. 

1  For  testimony,  see  E.,  V,  1856-8. 

3  »       <<       "  Zpra,  pp.'  fS-t  Digitized  by  Microsoft® 

4    "  "  "   supra,  pp.  386-8. 
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RAILROAD  PURCHASING  AGENTS  (15). 

For  reference  to  page  where  testimony  of  following  witnesses  may  be  found,  see  preceding  table. 

Willard  R.  Collins Purchasing  Agent Erie  Railroad. 

Thomas  J.  Frier Purchasing  Agent Wabash  Railroad. 

Lambert  N.  Hopkins Purchasing  Agent Chicago,  Burlington  &  Quincy  Railroad. 

John  D.  Landis Purchasing  Agent Philadelphia  &  Reading  Railway,   and  Central 

Railroad  of  New  Jersey. 

William  A.  Linn Assistant  Purchasing  Agent Chicago,  Milwaukee  &  St.  Paul  Railway. 

Harry  F.  Lowther Assistant  Purchasing  Agent Delaware,  Lackawanna  &  Western  Railroad. 

Harry  S.  Montgomery Purchasing  Agent Lehigh  Valley  Railroad. 

Samuel  Porcher1 Purchasing  Agent Pennsylvania  Railroad. 

Thomas  J.  Powell Purchasing   Agent,   Assistant  to  Vice-President 

in  charge  of  purchasing St.  Louis  &  San  Francisco  Railroad,  (formerly) 

Rock  Island  Railroad. 

Frank  D.  Reed Purchasing  Agent Rock  Island  Railroad. 

Ira  0.  Rhoades ,    . .  .General  Purchasing  Agent Southern  Pacific  Railway  System. 

William  H.  Scobie Assistant  Purchasing  Agent Big  Four  Railroad. 

J.  White  Sprong Purchasing  Agent Delaware  &  Hudson  Co. 

Thomas  Tipton Purchasing  Agent Denver  &  Rio  Grande  Railway. 

Sydney  B.  Wight General  Purchasing  Agent New  York  Central  Lines. 


For  testimony  see  supra,  pp.  397-400. 
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